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TRUST SERVICE SURMOUNTS NEW TESTS 


INTEGRITY UNIMPAIRED BY BANKING CRISIS 


RUST administration has kept the 

faith. It has held inviolate its 

century-old record for conserva- 

tism, integrity and faithful stew- 
ardship. It emerges unimpeachable and 
with an admirable manifestation of stability 
from the most gruelling experience in the 
financial history of the nation. No valid 
criticism or indictment has been lodged 
against the corporate fiduciary as an institu- 
tion of service and protection, from either 
authoritative or worthy sources. In the 
midst of confused council, broadsides of 
emergency proclamations and desperate 
searching for sound economic anchorage, 
trust business continues to flow steadily 
onward, meeting obligations as they arise, 
disbursing many millions of income and 
functioning without interruption or impair- 
ment throughout the country. 

Trust institutions lay no claim to infall- 
ibility or superhuman foresight. This latest 
supreme test, however, has affirmed as 
never before that the corporate fiduciary 
organization offers the most efficient and 
trustworthy human agency for the con- 
servation of property and estates. Espe- 
cially favored in these times of depression 
are the men and women, the widows, chil- 
dren and families whose financial depend- 
ence or income has been wisely confided to 
the care of competent trust institutions. 

Public and private records show that in- 
vestments, trust and estate assets adminis- 
tered by corporate fiduciaries have been 


substantially less effected by depreciation 
than those under individual control and 
comparing most favorably with other insti- 
tutional managements, such as life insurance 
and savings. Internal Revenue department 
figures show that income from fiduciaries 
declined only 14 per cent during 1931, as 
compared with preceding year and as 
against decline from all sources of 23 per 
cent during the same period, with partial 
returns for 1932 indicating similar propor- 
tionate comparisons. Trust institutions 
stand today as the most formidable line of 
defense in protecting property and invest- 
ments from the ravishing effects of deflation. 
They offer the strongest resistance in pre- 
serving the sanctity of fiduciary contracts, 
particularly as regards mortgaged proper- 
ties. Indeed, it is no idle dream to assert 
with conviction that out of this period of 
far-flung affliction there will come new re- 
finements and wider appreciation of com- 
petent trust service. 

It must not be assumed that all trust com- 
panies and banks engaged in trust work have 
escaped from this financial tornado without 
leaving some scars here and there. The 
important fact to stress, however, is that a 
country-wide appraisal thus far discloses no 
actual or irreparable loss of estate or trust 
funds due to bank failures, suspensions or 
malfeasance. The strong faith reposed in 
trust management is evidenced by the latest 
ruling of Secretary of the Treasury Woodin 
in permitting unlicensed member banks to 
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perform their normal fiduciary functions. 
The only temporary hardship upon trust 
clients is that incurred by the impounding 
of trust balances held in banking depart- 
ments of banks and trust companies in the 
hands of conservators. In all other respects 
trust departments of suspended banks or 
operating under conservatorships are con- 
ducting business as usual. 

An unfortunate development is that dis- 
closed in states where laws do not specifi- 
cally protect trust cash balances deposited 
in banking departments, as preferred cred- 
its. Fortunately there are but few such 
states. Ohio is a notable exception where a 
law was passed in 1919 allowing banks and 
trust companies to mingle trust funds with 
regular deposits. Ohio courts have held that 
such trust deposits do not constitute a pre- 
ferred claim but there is hope of a reversal 
on final appeal of the issue. Meanwhile a bill 
has been urged in the Ohio legislature to 
correct this weakness. Where conservators 
have been appointed for trust companies, 
active efforts are in progress to effect 
reorganization. 


i? 2%, 
o .~ 


PRESERVING BANKING AND 
TRUST ALIGNMENTS 


UBLISHED advices from Washington 
are to the effect that the subject of 
segregating trust business from com- 

mercial banks has been under discussion at 
the White House in connection with the 
administration program for banking reform. 
Information of a more authoritative nature 
from members of the Senate banking com- 
mittee indicate that while this matter has 
been informally debated, there is little if 
any likelihood that such a radical step will 
be attempted at this special session of 
Congress. 

Needless to state, the suggestion to 
divorce trust functions from commercial 
banks, has caused considerable surprise 
among bankers and trust officials. Trust 
business has at no time been under public 
fire and no public sentiment has been justi- 
fied or expressed in favor of such legislation. 
The unhappy condition in which a great 
many banks have found themselves has not 
been even remotely connected with the 
exercise of trust powers, but attributable 
chiefly to shrinkage of assets and in many 
cases from poor banking management. The 


administration at Washington has itself 
testified to its faith in combined banking 
and trust management by allowing un- 
licensed banks to resume normal trust 
business. 

Whatever may be the future economic 
trend toward concentrating or setting up ex- 
clusive fiduciary corporations, it would be 
manifestly disastrous to trust administration 
generally to forcibly sever the ties in pres- 
sent banking and trust alignments. It would 
be destructive to public interest and finan- 
cial stability to cut adrift the great volume 
of individual and corporate trust business 
now held by trust companies also rendering 
banking service and by national banks oper- 
ating trust departments. Innumerable 
obstacles would be encountered in raising 
new capital, and servicing new trust organiz- 
ations, not to mention the obvious legal 
difficulties of transferring fiduciary appoint- 
ments. 

Dismemberment of trust business from 
banks would accomplish no good but cause 
irreparable harm. It would be a distinct 
disadvantage to all testamentary and court 
trusts because funds of this class in most 
states are preferred deposits and the entire 
capital of the trust company or bank is 
their security. 

Depriving banks of trust facilities would 
constitute a death-blow to trust service in 
smaller communities in the absence of wide 
branch banking privileges. Outside of the 
very large cities trust business is practically 
confined to the handling of estates and 
trusts in which there is at best but small 
profit. Trust companies and banks now 
serving their communities efficiently would 
be deprived of the good will and potential 
trust business available through long service 
to banking customers. The interest of the 
organization as a whole is lost in the devel- 
opment of new trust business. Moreover, 
the recent banking moratoria has testified 
clearly to the entire segregation of trust 
assets from general banking assets in every 
well conducted bank and trust company, 


It is inconceivable that the Roosevelt 
administration or that members of Congress 
familiar with practical banking conditions, 
will seriously entertain any proposal to force 
national banks and member banks in the 
Federal Reserve System to sacrifice or deny 
their customers the facilities of trust service. 
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GUARDING TRUST BUSINESS 
AND TITLE 


OTWITHSTANDING its unap- 
proachable record of stability, trust 

administration is susceptible to many 
improvements. Insofar as more legal safe- 
guards are necessary to keep the exercise 
of trust powers in competent hands or to 
keep poachers out of the field, it is primarily 
a subject for state rather than federal legis- 
lation, because devolution of property and 
estates are matters of state jurisdiction and 
judicial control. The tribulations of these 
hectic past months will not have been in 
vain if they serve to kindle in the breasts of 
all true and conscientious men engaged in 
trust work, a more militant spirit of mutual 
obligation. It is the morale among trust 
officers which will accomplish far more good 
than additional laws, aithough there is sad 
need for the latter in quite a number of 
backward states. 

Trust men cannot fail to recognize the 
great mischief that is done and the unde- 
served public reactions resulting from the 
repetition in banking mortuary lists of insti- 
tutions that have deluded the public by mis- 


appropriating the title of ‘‘trust company.” 
The public reads sensational headlines of the 
“Blank Bank and Trust Company” failure 


or suspension. But it is not apprised of the 
fact that of the 3,700 banking fatalities 
within the past two years, less than 500 had 
any trust assets, mostly of negligible 
amounts. Neither is the public aware that 
advices from official sources show that of 
these 500 institutions less than half a dozen 
failed to settle in full with trust creditors 
and that the accumulated total of such loss 
amounts to less than one million dollars as 
contrasted with the more than 32 billion of 
trust and estate funds safely administered 
by banks and trust companies. 

This is a good time for trust men to get 
together and by organized effort foster im- 
provement in the body of trust law, govern- 
ing both supervision and administration. 
Every state should be required to have 
statutes making trust assets preferred claims 
and requiring deposit of securities for safe 
conduct of trust departments. The title 
“trust company” must be more jealously 
guarded. Federal and state banking authori- 
ties must impose more stringent qualifica- 
tions in granting trust charters. 


COMPANIES 


403 


U. S. EMBARKS ON NEW VOYAGE 
OF INFLATION 


HE United States is now definitely 
embarked upon an adventurous new 

voyage of so-called “‘controlled infla- 
tion.”” Whether it is destined to leave the 
nation stranded upon the reefs of currency 
debasement such as experienced by Euro- 
pean countries after the war or succeed in 
arresting the ruinous course of inflation, 
stimulate commodity prices and prime the 
pump for business, only time can tell. This 
much is certain. President Roosevelt’s 
embargo on gold exports, implying deser- 
tion of the revered gold standard, and the 
extraordinary administration bill requesting 
blanket power to expand credit and cur- 
rency, were immediately interpreted in 
both home and foreign markets as ushering 
in a new era of monetary inflation. True to 
form was the quick depreciation of the dollar 
in the world markets and the speculative 
boom in stock and commodity prices. 

As regards the embargo on gold ship- 
ments the general sentiment among bankers 
is apparently reflected by the statement 
from J. P. Morgan, commending this action 
as necessary to combat the adverse effect 
on American prices, wages and employment 
in attempting to maintain exchange value 
of the dollar at a premium as against depre- 
ciated foreign currencies. As to the admin- 
istration inflation bill there are mixed feel- 
ings and not a little apprehension with vi- 
sions of another Bryanism 16 to 1 agitation, 
resort to printing press fiat currency and 
repudiation with all their terrifying train of 
possibilities. A more rational view is that 
this request for dictatorial monetary powers 
does not represent absolute surrender to in- 
flationists in Congress, but strategically 
staves off mandatory enactment. 

An accumulation of grave developments, 
including persistence of deflation, foreign 
raids on the dollar and the freezing of 
$5,000,000,000 assets in closed banks, doubt- 
less prompted the President to adopt unpre- 
cedented measures. The fact that the infla- 
tion bill authorizes the issue of additional 
Federal Reserve credit and the issce of 
Treasury notes up to $6,000,000,000, allow- 
ing bi-metallism and decreasing content of 
the gold dollar, does not mean that the 
President will recklessly abuse such au- 
thority. 
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GLASS BANKING BILL 
ENCOUNTERS OPPOSITION 


HE Glass omnibus banking reform has 
'T| encountered several snags. It is being 
forced into the background because 
of the more pressing problems of monetary 
character and international negotiations 
confronting the administration. Most sig- 
nificant, however, is the evident rift between 
the Senate subcommittee sponsoring the re- 
drafted Glass bill and the President’s ad- 
visors. There isa disposition on the part of 
the latter that the drastic curbs upon invest- 
ment, loaning and bank credit operations of 
member banks would seriously disrupt exist- 
ing channels and obstruct the new adminis- 
tration program for expansion of both credit 
and currency to stimulate business. 
Administration forces are not unmindful 
that real banking reform and housecleaning 
“from within’ has been going on at a 
prodigious rate, stimulated by the sweeping 
effect of the national banking moratorium 
and emergency banking act. Important is 
the progressive reduction of banking assets 
to make book and market values agree, as 
well as severe economies enforced. Indeed, 


banking leadership has acquired new life 


and “sound management”’ is no longer a 
hackneyed phrase. Bankers generally realize 
that they cannot wait upon legislative 
prescription to enforce fundamental changes 
in order to renew public confidence. 

White House conferences reveal varied 
views, especially as to the wisdom of the 
proposed deposit insurance plan in the Glass 
bill, providing for a two billion dollar cor- 
poration. Moreover, the President is under- 
stood to favor further modification of the 
branch bank provision. Serious opposition 
is expressed in the House and Senate toward 
proposed forceful unification of all commer- 
cial banking under federal charter. More 
favorably regarded are amendments enabl- 
ing all state commercial banks to become 
members of the Federal Reserve System 
thereby preserving state banking. 

New provisions in the Glass bill include 
prohibition against interlocking directo- 
rates; including mutual savings banks to 
Reserve membership; prohibiting payment 
of interest accounts in all member banks; 
prohibition upon banks lending to their 
own officers and giving banks two years 
grace in divorcing security affiliates. 


NEW YORK LEGISLATION AF- 
FECTING FIDUCIARIES 


MONG the most important measures 
A passed by the New York legislature 

and signed by the Governor were bills 
to relieve the real estate mortgage loan and 
guarantee situation, provide for orderly ad- 
justment and prevent racketeering evils in 
the real estate field. The socalled Buckley 
bills amend the decedent estate, banking, 
real and personal property laws permitting 
trustees, fiduciary companies and savings 
banks to release and modify guarantees of 
mortgages. 

Trust Companies as executors or trus- 
tees are authorized to protect mortgage 
loans and investments by appropriate pro- 
cedure, including foreclosure with pro rata 
division of proceeds from sale. Trust in- 
stitutions are also given the right to waive 
or modify terms of mortgage securities and 
to extend life of such holdings with consent 
of 85 per cent of holders. 

Political influence was evidently at work 
in defeating a series of banking bills, recom- 
mended by the state banking department 
and the Governor, strengthening super- 
vision of banks. Defeat was encountered 
by the bills providing for guaranty of bank 
deposits, permitting statewide branch bank- 
ing and the proposal for creating a Central 
Reserve Savings Bank. Another bill which 
failed. would have prohibited trust com- 
panies from advertising their services as 
trustees and executors. An effort to im- 
pose inheritance taxes on intangible proper- 
ty of non-resident decedents also failed. 

Despite vigorous objections from credit, 
merchants, trade and other representative 
associations the lawyer contingent in the 
legislature forced through bills prov iding 
that no bank, trust company or corporation 
shall act as receiver, trustee in bankruptcy or 
receiver in equity in state or federal courts. 
This legislation was primarily aimed at the 
Irving Trust Company to which the judges 
of the U. S. District Court for the southern 
district of New York, assigned all bank- 
ruptcy receiverships. Several hearings have 
been held by the Governor on this bill. 

Other bills signed include creation of a 
quasi-public corporation to protect holders 
of guaranteed mortgage certificates and 
continuing moratorium on railroad bonds 
as legal investments to April 1, 1934. 
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STATEMENT OF TRUST 
PRINCIPLES 

S a general guide for trust institutions 

and in order that the public may have 

a better understanding of the funda- 
mental principles of trust service the Execu- 
tive Committee of the American Bankers 
Association adopted ‘“‘A Statement of Prin- 
ciples of Trust Institutions,” which was 
formally approved at the recent Spring 
meeting of the Executive Council of the 
parent association. Coming at this time 
and as representing the work of a number of 
trust men in different sections of the coun- 
trv, this restatement of approved trust prac- 
tice serves a most useful purpose. The 
credit for initiating this charting of trust 
fundamentals belongs to R. M. Sims, presi- 
dent of the Trust Division and vice-presi- 
dent of the American Trust Company of 
San Francisco. A summary of the statement 
is herewith presented. 

Article I defines trust institutions as cor- 
porations engaged in trust business under 
authority of law and sets forth the scope to 
which functions are limited. Article IT deals 
with acceptance of trust business. It sets 
forth that trust institutions are not obli- 
gated to accept all business offered. In per- 
sonal trusts there are two determining fac- 
tors, namely, is trust service needed and 
can the service be properly rendered. In 
accepting corporate trust business care 
should be given that the company concerned 
is in good standing. 

Article III relates to administration of 
trust business. Personal as well as efficient 
business and financial service to beneficiaries 
is emphasized. There should be sympathy 
and tact with immediate beneficiaries in 
carrying out the wishes of the creator of a 
trust, keeping in mind also the interests of 
ultimate beneficiaries. All personal trusts 
should be under direct supervision of ad- 
ministrative or senior officers of the trust 
department. Accurate accounts should be 
rendered and beneficiaries acquainted with 
all material facts, adhering to the rule that 
the trustee is primarily a conserver. The 
same quality of administration should apply 
to corporate trusts, especially in protection 
of security holders. 

Article IV relates to operations and in- 
vestments of trust funds. The properties of 
each trust should be kept separate from 


COMPANIES 


405 


those of others and from properties of the 
trust institution itself. All trust investments 
should be made, retained or sold only upon 
the authority of a competent investment 
committee of officers and directors. If it 
should become unlawful or impossible to 
follow literally the terms of trust instru- 
ments, the trustee should seek the guidance 
of the court. If the trust instrument is silent 
as to investments, or grants discretion, con- 
siderations of safety of principal and de- 
pendability of income must govern, rather 
than hope of unusual gain through specula- 
tion. However, a trustee should not dis- 
regard reasonable requirements of bene- 
ficiaries. A fundamental principle govern- 
ing trust investments is stated as follows: 


“Tt is a fundamental principle that a 
trustee should not have any personal fi- 
nancial interest, direct or indirect, in 
the trust investments, bought for or 
sold to the trusts of which it is trustee, 
and that it should not purchase for 
itself any securities or other property 
from any of its trusts. Accordingly, it 
foliows that a trust institution should 
not buy for or sell to its estates or 
trusts any securities or other property 
in which it, or its affiliate, has any per- 
sonal financial interest, and should not 
purchase for itself, or its affiliate, any 
securities or other property from its 
estates or trusts.” 


Article V declares that trust compensa- 
tion should be reasonable, uniform and 


based on costs. Article VI deals with trust 
advertising, personal representation and 
the new trust department. Trust advertis- 
ing should be dignified, not overemphasize 
qualifications, reflect on others or imply 
legal service. Personal representation is an 
essential service. New trust departments 
should only be established when potential 
business justifies. Outside large centers 
trust institution should hesitate to enter the 
corporate trust field unless there is actual 
demand. Article VII advocates sound pub- 
lic relationships. Cultivation of harmonious 
relations with members of the Bar as in the 
best interests of the public is advocated as 
well as cooperation with life underwriters 
as productive of the best mutual service to 
the public. It isa principle of such cooper- 
ation that trust institutions should not en- 
gage in the business of selling life insurance. 
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FIDUCIARIES AND THE MORT- 
GAGE SITUATION 


RESIDENT Frederic J. Fuller, of 
P| the New York Title and Mortgage 

Company of New York, in a state- 
ment prepared for Trust CoMPANIES, makes 
the following plea in behalf of fair play for 
the mortgagee and dwells upon some of 
the aspects of the mortgage situation as 
affecting the fiduciary management. Con- 
demning racketeering tenants and landlords 
as contributing chiefly to the breaking down 
of values, and discussing means of stabiliz- 
ation, he says: 

“With real estate in the doldrums and 
the mortgage situation consequently mud- 
dled, fiduciaries are worried and harassed. 
Life beneficiaries want to know how stable 
their real estate and mortgage income may 
be; remaindermen wonder what shrinkage 
in principal they will suffer. Unfortunately, 
the fiduciary can answer only in terms of 
general principles—the real estate is well 
located, properly adapted to its present 
use and has been satisfactorily productive 
in the past, the mortgage investments have 
been carefully selected, were well within 
two-thirds of a conservative appraisal, have 
been reasonably amortized, and, although 
the margin of safety of principal and inter- 
est at the moment may be slight, or may 
have entirely disappeared, all will be well 
when business conditions improve. And 
the fiduciary is right. When he purchased 
or decided to retain the real estate or mort- 
gage investments, he exercised the same 
sound, prudent and conscientious judgment 
which would guide him in his personal 
affairs. 

“But today the fiduciary faces an un- 
usual and difficult situation. If he is an 
owner of real estate he has recalcitrant ten- 
ants with whom he must deal; if he is a 
mortgagee he has his problems with prop- 
erty owners. Honest tenants whose income 
has been impaired by unemployment, wage 
reductions, business losses and shrinkage 
in investment income are not recalcitrants; 
relief is willingly given to them. Hard- 
working, well-intentioned and decent land- 
lords are not a problem; the mortgagee 
will give them cooperation and a helping 
hand. 

“The trouble-makers for the fiduciary 
are the racketeering tenants and the rack- 
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eteering landlords—those who lack a sense 
of moral or legal obligation, glory in their 
ill-conceived smartness, are proud of cheat- 
ing and happy in adopting entirely un- 
American principles. This ilk has con- 
tributed largely to the present day break- 
down in real estate values. 

“The tenant who takes advantage of the 
necessities of his landlord by refusing to 
pay his agreed rental unless future conces- 
sions are granted; the prospective tenant 
who runs from house to house making ridi- 
culously low offers of rent, must be curbed 
in the interest of mortgagees as well as of 
owners. Landlords are prone to weaken, 
fearing vacancies and consequent inability 
to meet fixed charges. But in weakening, 
they add to the chaos and court disaster. 
Unless the landlord insists upon a ‘living 
rent’ he cannot hope to meet his contrac- 
tural obligations, and if he is not sufficiently 
far-sighted and business-like in this regard, 
he cannot justly seek relief from his 
mortgage. 

“The careless, indifferent and incompe- 
tent property owner is as much a menace 
to the mortgagee as the so-called ‘milker’ 
of rents. In the latter case, the mortgagee 
should resort to foreclosure; in the former, 
the mortgagee should protect his interests 
by taking over the management, of the 
property. 

“The property owner has induced the 
mortgagee to lend him a definite sum of 
money at a definite rate of interest. In 
prosperous times he has profited. In times 
of depression he must carry on to the limit 
of his ability. His failure to set aside re- 
serves for the ‘rainy day’ should not be 
visited upon the mortgagee. To do so will 
tend to drive investment money from the 
mortgage field, as will the thoughtless cry 
for a horizontal reduction in interest rates. 
These are the subterfuges of those who are 
unwilling to recognize the sanctity of a 
contract. 

“Real estate values cannot be stabilized 
by reducing interest rates to meet unsound 
rent schedules. To bring about stabilization 
there must be intelligent cooperation among 
landlords with a view to standardizing 
rents, and the property owner must evi- 
dence his confidence in the future by an 
honest endeavor to live up to the terms of 
his mortgage contract.” 
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COURT EXONERATES EXECUTOR 
FROM LIABILITY 


TTEMPTS to impose liabilities and 
surcharges upon executors for re- 

taining real estate and securities in 
rapidly declining markets, have become 
numerous. It is to the credit of the judici- 
ary that executors as well as trustees are 
being uniformly sustained where there is 
sufficient evidence of good faith and con- 
scientious management. Typical of this 
judicial attitude is the recent ruling handed 
down by the distinguished Surrogate Win- 
gate of Kings County, New York, which is 
one of unusual interest to fiduciaries. 

In the case of McCafferty, N. Y. Law 
Journal, April 15, 1933, it is shown that 
McCafferty died October 3, 1929, leaving 
an estate valued at that time at several 
millions of dollars. The estate consisted 
of real estate, stocks, bonds and various 
securities. By his will, the decedent gave 
practically his entire estate to his four chil- 
dren in equal shares, appointing the four 
children executors of the estate. One child, 
a daughter, died before the testator. An- 
other child, also a daughter, died within 
This left 


a few months after the testator. 
the administration of the estate to two sons 
who had been in business with their father 
for many years. 

Less than a month after the death of the 
testator, the first crash in the market oc- 


curred. The Surrogate commented upon 
the fact that this crash has been followed 
by successive market reverses up to the 
present time. He called attention to the 
fact that the Court could take judicial no- 
tice of economic conditions and the difficul- 
ties which have faced executors and trustees. 
Although the executors had full power to 
sell the real estate and the securities, they 
found it impossible to sell any of the prop- 
erty in time to realize any apparently just 
return. 

The executors exercised good faith, were 
capable men and consulted experts in their 
management of the estate. But they could 
do nothing. In the words of the Surrogate: 
‘A storm of fright and distrust swept over 
the stock market during which valuable 
securities were depreciated and sacrificed, 
and prices dropped suddenly and low. Cer- 
tainly it was no time then to sell. The stock 
was paid for and the estate was strong and 


able to carry it through the unexpected 
emergency.”’ Had they thrown over the 
stock at that time, those interested in the 
estate might have charged them with lack 
of judgment. Grandchildren of deceased 
brothers and sisters sought to charge the 
executors with the resulting loss on the 
ground that they should have sold the real 
estate and the securities. 
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COMMISSIONS OF TRUSTEES 


N important decision of the Court of 
Appeals of New York involves the 
rights of trustees to commissions 
where there are successive trust estates. The 
question of commissions under the statutes 
of New York, has, in many cases, been a 
difficult one and there have been many de- 
cisions on various phases of the subject. 
In the recent case of the petition of trustees | 
of the Estate of Coutts, V. V. Law Jornal, — 
February 16, 1933, a decedent had devised 
his estate to trustees, for the benefit of his 
wife for her life and upon her death 
to divide the principal into three equal 
parts and to administer the three trust 
funds thus created for the benefit of three 
children. His wife was one of the trustees. 
The wife and the other trustee, as executors 
of the estate, filed their accounts, received 
their commissions as executors and turned 
over the principal of the estate to themselves 
as trustees. Upon thus turning over the 
estate they received one-half of their com- 
missions as trustees, they being entitled to 
the remaining half of their commissions 
when the trust terminated. Upon the death 
of the wife, one of the trustees, the Title 
Guarantee & Trust Company, was ap- 
pointed successor trustee. In view of this 
appointment and in view of the fact that 
upon the death of the wife the trust estate 
was divided into three separate estates, 
the rights of the trustees as to commissions 
arose. Was there one estate in effect per- 
mitting oniy the regular commissions of one- 
half at the time of the beginning of the 
trust and one-half at the end of the trust, 
or were there three separate estates, per- 
mitting commissions upon successive nom- 
inal transfers in the various capacities of 
the trustees as representing three estates ? 
The Court of Appeals sustained the de- 
cision of the Surrogate which held that 
there was in effect but one estate. 
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TAX LIABILITY OF ALIEN 
DECEDENT 
N the November, 1932, issue of 
Trust ComMPANIES, reference was 
made to a decision of the United 
States Circuit Court of Appeals, Second 
District, in the case of Brooks vs. Commis- 
sioner of Internal Revenue, as of interna- 
tional importance and relating to the taxa- 
tion of alien decedents under the Revenue 
Act of 1924. The case was appealed to the 
Supreme Court of the United States, which 
has just reversed the decision of the Circuit 
Court of Appeals in an able opinion by 
Mr. Justice Hughes. 

Brooks, a British subject, lived in Cuba. 
He transacted no business in the United 
States, but left in the custody of his son or 
a brokerage house in New York, bonds of 
foreign corporations, bonds of foreign gov- 
ernments and also of domestic corporations 
and municipalities and stock in foreign cor- 
porations. Upon the ‘death of Brooks, the 
Commissioner of Internal Revenue assessed 
an estate tax against all of this property, 
claiming that the provisions of Section 302 
of the Revenue Act of 1924 applied. 


Judge Chase of the Circuit Court of Ap- 
peals, after reviewing the authorities and 
discussing the meaning of the various sec- 
tions of the Revenue Act, concluded that 
the law did not apply to intangible property 
of an alien decedent who neither lived in 
this country nor transacted business here. 
In reversing the decision of the Circuit 
Court of Appeals and in holding that the 
tangible property of Brooks located in New 
York was subject to the Federal Estate Tax, 
Mr. Justice Hughes said: 

“As a nation with all the attributes of sov- 
ereignity, the United States is vested with all 
the powers of government necessary to main- 
tain an effective control of international rela- 
tions . . So far as our relation to other 
nations is concerned, and apart from any 
self-imposed constitutional restriction, we can- 
not fail to regard the property in question as 
being within the jurisdiction of the United 
States—that is, it was property within the 
reach of the power which the United States by 
virtue of its sovereignity could exercise as 
against other nations and their subjects with- 
out violating any established principle of 
international law. This jmmu of the scope of 
the sovereign power in ie tier of the taxa- 
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tion of securities physically within the terri- 
torial limits of the sovereign is sustained by 
high authority and is a postulate of legislative 
action in other countries.” 

The Supreme Court decided that it was 
the intent of Congress to tax such property; 
that the statutes are not unconstitutional, 
and that the law covers intangible property 
as well as tangible property. The law relat- 
ing to the non-taxibility on the part of one 
state of intangible property in another state, 
has no application to the power of the 
Federal Government to tax intangible prop- 
erty owned by a non-resident alien and 
located in the United States. 
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COMMUNITY TRUSTS AND 
DEPRESSION 


OMMUNITY TRUSTS, now func- 
tioning in more than seventy cities 
and fostered under the tutelage of 
trust companies and banks as trustee, are 
demonstrating their peculiar adaptability 
toward relief of distress and emergency de- 
mands upon public and private charities. 
These trusts afford to all those imbued with 
the true spirit of trusteeship a precious op- 
portunity to project trust service into chan- 
nels of human welfare. Although the com- 
munity trusts now have command of philan- 
thropic funds aggregating $37,500,000 and 
distributed upwards of $1,000,000 during the 
last year, they are deserving of more gener- 
ous support and vigorous management. 
While all those engaged in trust work may 
have pressing problems of their own, it is 
well to bear in mind that there is a new spirit 
abroad in the land which measures the use- 
fulness and the success of all corporate en- 
deavor by the extent to which they serve 
broader public and humanitarian interests. 
What is needed is some of the noble animat- 
ing motive of the late Judge Goff of Cleve- 
land, the father of the Community Trust 
movement. With a fervor and unselfishness 
such as he possessed it would have been pos- 
sible by this time, to pile up a fund of at least 
ten times the amount of principal and avail- 
able for annual distribution, now adminis- 
tered by trust companies as trustees under 
these funds. The fact is that there exists 
today no vehicle so valuable as that pro- 
vided by the Community Trust plan to 
centralize philanthropic funds and readily 
applicable to demands. 
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THE LAW AGAINST PERPETUITIES 


ILLS are construed if possible, to 
avoid invalidity because of the law 

against perpetuities. In the recent 
case of Low vs. Bankers’ Trust Company, a 
case involving a construction of a will, the 
Supreme Court of New York upheld a will, 
although on its face it violated the law 
against perpetuities. 

Francis R. Hine executed an irrevocable 
deed of trust in 1914, the income of which 
was to be paid to his wife for life, and upon 
her death, to Lyman Hine, her son, for life. 
The deed of trust further provided that the 
son should have the power of appointment 
over the trust fund. The son died in 1930 
leaving a will under which he directed the 
payment of debts, taxes, funeral expenses 
and which also bequeathed $100,000 to his 
wife. All the residue of his estate was left in 
trust for the benefit of two children. Ob- 
viously, the trust deed of Francis L. Hine, 
and the will of Lyman Hine created estates 
beyond two lives in being. 

The court applied the rule for marshaling 
assets, and to carry out the intention of the 
testator, decreed that the legacies, debts 
and taxes should be paid out of the portion 
of the estate covered by the deed of trust, 
and applied the equitable rule, that where a 
claimant has two funds to which he may 
resort and another claimant has another 
interest in only one of such funds, he can 
compel the former to take satisfaction out of 
the fund in which the latter has no claim. 
Therefore, the will of Lyman Hine was held 
valid. The principal and undistributed in- 
come of the trust fund was to be devoted to 
the payment of legacies, debts, taxes and 
expenses. 

The conclusion is that if a revocable trust 
is created, the creator of the trusts pays the 
income tax thereon and his estate pays the 
estate tax. If an irrevocable trust is cre- 
ated, there is a complete gift at the time 
and the gift tax must be paid. The income 
from an irrevocable trust will be considered 
gifts from year to year and subject to a gift 
tax or will be considered, as in the Du Pont 
case, income belonging to the creator of the 
trust and taxed accordingly. Questions as 
to‘the taxation of trusts, whether under gift 
taxes or estate taxes, are arising constantly 
and will be decided by the courts from time 
to time. If vigilance is the price of liberty, 
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it is likewise the price of preparing trust 
agreements which will take into considera- 
tion the various taxation problems. 
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TRUST SERVICE FACES THE 
FUTURE 


66 ACE TO THE Sky” is the caption 
F of a tribute to the unblemished 


record of trust service during the 
recent period of hectic banking moratori- 
ums and one which, indeed, has been pre- 
served throughout the period of this depres- 
sion, to be found in a publication issued by 
the Fidelity Trust Company of Pittsburgh. 
It is worth reproducing in view of current 
discussions and reads as follows: 

‘‘A new nation, with ‘its face lifted to 
the sky,’ has come out of the hectic furore 
of March, 1933. Hopes and aspirations have 
been revived, the test of fire has restored 
much of the old belief in the destiny of 
America and of its citizens. 

“But while legislative action has been 
sought to curb, promote, and develop vari- 
ous backward economic factors, it is highly 
significant that out of a veritable blanket of 
acts by lawmakers, covering virtually every 
phase of activity in the country, not one bill 
has been enacted in state or nation which 
would tend to curb the scope or activities of 
Trust Service. Trust Service has passed 
through the most trying period in its history 
without a single responsible voice lifted 
against it; it has established a record which, 
under the old conditions as under the new, 
is a beacon fire of responsible administration. 

“This is remarkable in view of the con- 
nection which exists in the mind of the man 
in the street—and only in his mind—be- 
tween trust funds and commercial banking 
functions. Of course, the very fact that the 
commercial functions of banking and trust 
departments are under one roof is what 
makes segregation of trust funds so strict; 
laws of long standing require that this be so, 
even when small cash items from trust funds 
are on deposit. 

“As the nation proceeds to a new climb 
up the long road of better earnings, better 
employment, greater profits, it is with a 
background of Trust Service which has 
demonstrated an unsmirched record of moral 
and financial accomplishment. We pledge 
ourselves to continue this record in the 
years ahead.” 
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RECENT DECISIONS INTERPRET- 
ING FIDUCIARY TAXATION 


ee HE advisability of adapting trust 
IT agreements or testamentary disposi- 

tion of estates to conform to new 
statutes and regulations affecting taxation 
of fiduciary income or taxation of inheri- 
tances, is evidenced by a series of recent 
important court decisions. It is clear that 
the government, both by means of statu- 
tory amendments and revenue department 
regulations is steadily narrowing the field 
for legal avoidance of taxes covering in- 
come, estate and gift taxes. Trust agree- 
ments must therefore rely more and more 
upon their inherent merits rather than ap- 
peal to possibilities of tax avoidance. Three 
leading decisions dealing with premiums on 
insurance policies, questions of irrevoca- 
bility and transferring power of invest- 
ment, recently handed down, illustrate 
this point. 

In 1922, Wells created five (5) trust 
funds. He directed that the income from 
the trusts should be used to pay premiums 
on insurance policies taken out by him for 
the benefit of his children and others. The 
Commissioner of Internal Revenue, stating 
that the trusts had been created for the 
purpose of evading taxes on income, as- 
sessed a deficiency tax against Wells. The 
United States Circuit Court of Appeals at 
St. Louis decided that Wells had divested 
himself of any benefits accruing from the 
insurance policies; that he retained no con- 
trol over the income, and was therefore 
not subject to the tax assessed. Although 
it was the purpose of Wells to evade the 
payment of taxes by the creation of the 
trusts, the court said that it was prefer- 
able to permit such tax evasion rather than 
to take away rights guaranteed by the 
Constitution. In 1924, statutes were passed 
which closed the door to the evasion of in- 
come taxes by such a plan. 

On January 6, 1933, the United States 
Circuit Court of Appeals for the Third 
Circuit, decided the important du Pont case. 
Here, as in the Wells case, du Pont executed, 
in 1923, nine trust agreements for the benefit 
of his family. He transferred thirty-two 
policies insuring his life, and certain shares 
of stock to the trustee. The trustee agreed 
to apply the income from the stock to the 
payment of the premiums on the insurance 
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policies. The trusts were created for a 
term of three years, during which time they 
were irrevocable, and at the end of three 
years, the grantor had the option to extend 
them for another term. The trusts were 
extended from time to time. If the trusts 
terminated before the death of the creator, 
all interest in the insurance policies would 
vest in the beneficiaries, and the stock 
would be returned to the creator of the 
trust. If the creator of the trust died before 
the trust terminated, the stock and the 
proceeds of the insurance policies were to 
become a trust fund to be distributed ac- 
cording to the terms of the trust agreements. 


Under the Revenue Act of 1924, the Com- 
missioner of Internal Revenue treated the 
income from the trusts for the years 1924, 
1925 and 1926 as taxable to the creator of 
the trust. Section 219 of the Act was in- 
tended to cover the collection of income 
taxes against the creators of trusts of the 
type under consideration. It was con- 
tended, however, that this section did not 
apply where the grantor of an irrevocable 
life insurance trust has parted with all 
rights and benefits under the trusts prior 
to the Act. The court sustained the right 
of the Commssioner of Internal Revenue to 
assess the income tax. Whether the trusts 
were revocable or irrevocable, the income 
used to pay premiums on insurance poli- 
cies on the taxpayer’s life was held subject 
to income tax, although the trusts were 
created in 1923. 

In 1917, Murry Guggenheim executed 
deeds of trust for the benefit of his son and 
daughter. The deeds reserved the power of 
revocation. In 1921, Guggenheim changed 
the deeds by transferring the power of in- 
vestment and administration to others, and 
in July, 1925, he made the trusts irrevoc- 
able. But in 1924, the Revenue Act pro- 
viding for taxation of gifts was passed. 
Since the trust was made irrevocable after 
the enactment of the law of 1924, the Com- 
missioner of Internal Revenue assessed a 
gift tax of approximately $2,500,000. On 
February 6th, the Supreme Court of the 
United States upheld the assessment of the 
gift tax, stating that where the power re- 
tained by the grantor to reinvest in himself 
title to the corpus is not exercised, a taxable 
transfer will be treated as taking place in 
the year in which such power is terminated. 
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COMPULSORY MEMBERSHIP OF COMMERCIAL 
BANKING IN FEDERAL RESERVE 


SENTIMENT FAVORS PRESERVATION AND AUTONOMY OF STATE 
BANKING SYSTEM 


(Expressions from Bankers, Economists and Bank Supervisors) 


(Epiror’s Note: While the judgment of practical and experienced bankers, both among 
national as well as state bankers, is quite generally in favor of bringing all commercial banking 
operations under the aegis of membership in the Federal Reserve System, there is a strong 
body of sentiment, that this desirable step may be accomplished without eliminating the 
present state banking system and the autonomy of state banks and trust companies. There 
is also a word of caution that compulsory membership of all commercial state banks should 
not be undertaken hastily but should come through gradual process so as not to aggravate 


existing banking conditions. 


More liberal branch banking is also counselled as solving the 


plight of small country banks. In view of the imminence of banking reform legislation at 
Washington, the following erpressions from bankers and others are of timely interest. ) 


UNIFICATION OF BANKING AND 
LIBERAL EXTENSION OF 
BRANCH BANKING 


EDMUND PLATT 


Vice-president of Marine Midland Group, Inc. of 
New York, and former Vice-governor of the Federal 
Reserve Board 


Unification of commercial banking through 
membership in the Federal Reserve System 
is certainly desirable. I have on several oc- 
casions expressed the opinion, however, that 
this should not be attempted by any coercive 
acts such as prohibitive taxes on the checks 
and exchange items of non-member banks. 
It has been clearly shown I think through 
the opinion of Walter Wyatt. General Coun- 
sel for the Federal Reserve Board, that the 
United States Government has the power to 
compel all commercial banks to come under 
the control of the Federal Government, but 
there are several reasons why no effort 
should be made to do this in the immediate 
future by such have 
been suggested. 

In the first place it would not be to the 
advantage either of the Federal Reserve Sys- 
tem or of the banks that are too small to be 
eligible for membership under present laws, 
to belong to the System, and, in the second 
place, to compel all banks to join the Fed- 
eral Reserve System at once would be a 
rather serious deflationary measure, requir- 
ing the impounding in the vaults of the Fed- 
eral Reserve System of several hundred mil- 


coercive measures as 


lions of additional reserves. This could, of 
course, be taken care of through rediscounts 
or to some extent through open market oper- 
ations but would seem decidedly inadvisable 
under present circumstances. 

The unification of banking can be and 
should be brought about gradually through 
a liberal extension of branch banking—abol- 
ishing the antiquated restrictions which pre- 
vent banks from consolidating with each 
other unless located within some such nar- 
row limits as city limits or county limits. 
Given a chance, the small banks, many of 
Which never should have been chartered as 
separate institutions, will combine with 
banks in the cities already members, or 
among themselves into corporations with suf- 
ficient capital not only to make themselves 
eligible for the Federal Reserve System but 
to make it decidedly advisable for them to 
join the Federal Reserve System. Many 
banks now closed could be opened as parts of 
such branch banking systems, and banking 
accommodations could be extended to places 
which have been deprived of such service 
for a number of years. We had more than 
30.000 banks and banking offices in 1920. 
Today there are probably not more than 
15,000 banks open with about three thousand 
additional banking offices, branches of the 
larger banks mostly within a few cities. 
Thirty thousand was not too many banking 
offices for our population, but it was many 
times too many banking corporations. 
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One thing is certain: if the small banks 
are going to continue to oppose a rational 
and gradual extension of branch banking, the 
time will come when the demand for coercive 
measures will be too strong for them to re- 
sist. 3usiness men are becoming more and 
more interested in the banking question and 
are not disposed to leave the matter wholly 
to bankers who are traditionally conservative 
and nearly always have opposed important 
banking reform. 


COMPULSORY FEDERAL RESERVE 
MEMBERSHIP ADVOCATED 


JOSEPH A. BRODERICK 


Superintendent of the State Banking Department 
of New York 


In reply to your letter as to my views on 
correcting some of the principal weaknesses 
in our banking system, securing a greater 
degree of efficient supervision over commer- 
cial banking, I would refer you to the reso- 
lutions adopted recently by the Banking 
soard of the State of New York and which 
clearly states the attitude of this depart- 
ment on the points raised in your letter. 

In these resolutions the State Banking 
soard directs attention to the potential dan- 
gers arising from the over-establishment and 


the competitive establishment of unit banks, 
as between federal and state authorities and 
which applies equally to the over-establish- 


ment of branches in any system of branch 
banking. The Banking Board moreover calls 
attention to the desirability of some degree 
of uniformity in banking practices and fur- 
ther unification of credit facilities, in con- 
nection with general amendments of the Fed- 
eral banking laws. The resolutions adopted 
by the Banking Board in memorializing Con- 
gress, read: 

“RESOLVED, That it is the sense of the 
Board that such legislation should provide 
that no national bank or branch thereof shall 
be established in any community served by 
a state bank or trust company without the 
approval of the state authorities, if and pro- 
vided the state will provide by law that no 
state bank or trust company or branch there- 
of shall be established in any community 
served by a national bank without the ap- 
proval of the federal authorities as well as 
of the proper state authority, and it is fur- 
ther 

“RESOLVED, That we favor the require- 
ment as soon as practicable, of compulsory 
membership in the Federal Reserve System 
of all banks and trust companies of this 
state.” 
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REASONS FOR BRINGING ALL 
COMMERCIAL BANKS INTO THE 

FEDERAL RESERVE SYSTEM 

COL. LEONARD P. AYRES 

Vice-president of the Cleveland Trust Company 

The reform that would most directly 
strengthen our banking system, and do it 
with a minimum of difficulty and disturb- 
ance, would probably be the simple measure 
of bringing all banks into membership in the 
Federal Reserve System. Two reasons for 
doing this have special weight. The first is 
that in recent weeks it has been found neces- 
sary to amend our federal banking legislation 
so as to permit non-member state banks to 
borrow from Federal Reserve during 
the period of the present emergency. The 
second reason is that the emergency has re- 
inforced the principle that place 
for the deposit of bank reserves is in the 
custody of the Federal Reserve banks. When 
we add to these two reasons for bringing 
all banks into the Reserve System the fur- 
ther considerations that this change would 
insure greater uniformity of bank examina- 
tions, and closer supervision over banking 
standards and cumulative 
argument in support of the proposed change 
becomes impressively strong. 


banks 


the safest 
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In some respects the framing of legisla- 
tion for a banking system may fairly be 
compared with the task of the architect who 
is planning a theater. It is of no avail to 
charge the architect with the duty of plan- 
ning his building so as to permit the entire 
audience, both in the orchestra and in the 
baleonies, to rush simultaneously for the 
exits and to find it possible to escape safely 
and without crowding. Such a_ building 
might be constructed, but it could not serve 
its purpose as a practical theater. It is simi- 
larly true that a practical banking system 
cannot be so devised as to permit all the 
depositors simultaneously to withdraw their 
accounts in full. The effort must be to in- 
troduce such changes in our banking that 
the general and simultaneous desire to with- 
draw deposits will never again recur. More- 
over the plans for remodeling must not too 
abruptly break with American traditions, or 
disregard political realities. 


FEDERAL DICTATORSHIP OF 
STATE BANKING IS 
UNDESIRABLE 
HOWARD H. HANSEN 
Supervisor of Banking of the State of Washington 
The chief criticism of the dual system of 
banking in the past has been that it created 
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competition between state and national au- 
thorities in the granting of charters and that 
the excess of banking institutions has been 
the source of trouble in the banking busi- 
ness. In our own state we have for the 
past ten vears been very careful about grant- 
ing new bank charters and during that time 
we do not believe a state bank has been or- 
ganized that economic needs did not justify. 

I believe the point now at issue may be 
said to involve whether or not we shall have 
federal domination of the entire financia! 
structure or whether states’ rights will be 
protected to the extent that a state will be 
permitted to operate its own chartered banks 
in a way that it believes will be for the 
benefit of the commonwealth as a_ whole. 
Dictation of this kind is always odious and 
when it would involve the well being of 
every citizen of each state, we feel that the 
federal authorities are much too ambitious 
in their program. We are, therefore of the 
opinion, that the states should cortinue to 
have the right to regulate and foster their 
own banking systems. <A dictatorship of fed- 
era! authority should never be placed over 
tanks that have chosen a state charter and 
do not desire to become members of the 
Federal Reserve bank. We possibly may be 
pardoned for stating that our supervising 
ouice can be, and actually is. of more con- 
siructive help to banks under our supervision 
than can any system whose authority covers 
forty-eight times the territory that we cover. 


FAVORS A SINGLE BANKING 
SYSTEM 


From the President of One of the Leading Banks of 
New York City 


firmly convinced, after long years 
of study, that it would be much better if 
we had one banking system in the nation. 
I think it very bad for forty-eight states 
to have separate banking laws. I say this 
after my long service with the Government 
as a National Bank Examiner. 

We have always had too many banks and 
it has been too easy to obtain charters. I 
frequently observed the business of good 
banks being practically destroyed by the 
granting of charters to other institutions to 
start in the same section or territory. This 
would be very much more difficult of ac- 
complishment if they were all in one system. 

I have much sympathy for what you might 
term the unit bank; I grew up in one, but 
I think their days are over. Looking at it 
from a broader viewpoint, I am convinced 
that it would be much better if all the banks 
were under one system. 


I am 
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HAZARDS FROM RADICAL AND 
ILL-ADVISED BANKING 
LEGISLATION 


WILMOT R. EVANS 

President, The Boston Five Cents Savings Bank 

My feeling in general is that in spite of 
the serious bank troubles the Federal Re- 
serve Bank ‘System is sound and that there 
is no reason why that should not be the 
basis of a much improved banking system. 
At present there is much hysteria and lack 
of good judgment. At a time like this legis- 
latures cre apt to pass radical measures 
which will not improve the system and which 
will result in a long delay in the restora- 
tion of ucrmal business and which eventually 
have to be repealed. 

There are a few matters, however, which 
I think are fairly obvious. In the first place 
commercial banks should not have savings 
departments. In order to get a fair yield 
on the investments the funds in savings de- 
partments have always been largely invested 
in mortgages. In a crisis this type of in- 
vestment is absolutely frozen and an analy- 
sis of most of the banks which I have seen 
indicates that the large percentage of mort- 
gage investment has been the immediate 
cause of closing. I think the very first re- 
formation should come in the elimination of 
Savings departments from all commercial 
banks. 

Another matter which is at present under 
consideration is in reference to the affiliates 
of large banks and trust companies. Al- 
though it may be well to have legislation to 
curb their activities nevertheless they have 
accomplished a great deal of good and have 
had a very large part in distributing gov- 
ernment securities. I believe that it would 
be a mistake to abolish them. 


UNIT BANKING SYSTEM SHOULD 
BE PRESERVED AND SAFE- 
GUARDED 


ROBERT D. GODDARD 


President, Connecticut Bankers’ Association and 
Vice-president, Bridgeport-City Trust Co. of 
Bridgeport, Conn. 


The problem is to create a banking system 
which will reestablish and continue to com- 
mand the confidence of the public, a system 
in which the people will have implicit faith. 
I can conceive of no plan which will produce 
this necessary result unless the plan is un- 
der the control of the Federal Government. 
Our people have faith in their government 
and would renew their confidence in banks, 
if the banking institutions were subject to 
the control of the government. At the pres- 
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ent time, there is installed and working, the 
necessary machinery for government control 
in the Federal Reserve System. It is my 
belief that all banks should be members of 
the Federal Reserve System and that the 
requirements for membership should be strin- 
gent and the regulations and supervision 
more rigid. When these conditions have been 
met, the existing banking institutions should 
be safeguarded against unwise and unneces- 
sary competition. 

The present system of unit state and na- 
tional banks, with restrictions as to branches, 
may have its defects but it also has distinct 
advantages. Without question, the growth 
and prosperity of the many communities has 
been due, to a large degree, to the function- 
ing of the unit bank, administered by local 
citizens for local projects. The further growth 
and prosperity of these communities will be 
dependent on the continuance of the present 
system. 

Concentration of all banking facilities in 
the control of a few in large centers will 
stifle the growth of the smaller communities. 
Concentration would work to the advantage 
of the large corporation as against the small 
company. Concentration would make it more 
difficult for the individual to enjoy the oppor- 
tunities he has had in the past and concen- 
tration of banking would place too much 
power in the hands of a few. 


DANGERS OF UNIFIED BANKING 
CONTROL 


HARRY B. McDOWELL 

President, McDowell National Bank, Sharon, Pa. 

The experience of the recent holiday and 
subsequent closing of some banks seems to 
point to a danger which has existed in the 
pyramiding of reserves with other banks; 
and it would seem advisable that the re- 
serves be held in the Federal Reserve Sys- 
tem. This does not mean, however, that there 
should be concentrated control of banking 
at Washington—nor does it mean that the 
Federal Reserve System has operated in a 
highly efficient manner. Of course, after 
all the reason the banks finally did close was 
not because the banks themselves were alto- 
gether unliquid or insolvent; but because the 
Federal Reserve System ran out of money 
owing to the fact that the excess credit ex- 
pansion which had been provided by the 
system had been used for day to day trans- 
actions instead of being held intact to meet 
an emergency when the emergency arose. 
The Federal Reserve banks have been oper- 
ated primarily for the benefit of large city 
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institutions, and the par collection of checks 
has no merit except insofar as it is a bene- 
fit to city banks. As a matter of fact, prompt 
collection of items could not be obtained 
after the bank holiday except by using di- 
rect methods of collection—showing conclu- 
sively that the idea of speeding up collection 
through the Federal Reserve bank is a fal- 
lacy. On the other hand, this F. R. B. col- 
lection of checks has thrown the burden of 
transferring funds altogether on the country 
banks for the benefit of the city banks. 

It is in accordance with the operation of 
human nature that a concentrated or unified 
system of banking would rapidly fall under 
the control of city banks and eventually 
would be controlled entirely in New York— 
and eventually this would be very detri- 
mental to the welfare of the country as a 
whole. The only safeguard against that situa- 
tion, that I can discern at the present time, 
is the eo~tinuation of the dual system of 
banking, without any semblance of unified 
control other than what can be brought about 
through the adoption of a more or less uni- 
form banking code, much after the manner 
of the adoption of a uniform collection sys- 
tem, or the negotiable instruments law. To 
adopt unified banking under present condi- 
tions would be, in my opinion, a very grave 
error and would be positively dangerous to 
the country. 

The peculiar part of the whole advocacy 
of unified banking is the fact that there can- 
not be pointed out any outstanding success 
which has been achieved by the concentra- 
tion of railroads—the concentration of the 
steel business—or any other consolidated en- 
terprise, which success must be measured in 
the amount of employment offered to their 
employees and the amount of dividends paid 
to their stockholders. 


UNIFICATION OF BANKING 
SHOULD NOT ELIMINATE 
STATE SYSTEM 


From an Officer of one of the Leading Banks of 
Washington, D. C. 


I have made a study of the Federal Re- 
serve System for the past ten years, and in 
my judgement to the best interests of this 
country there should be a single system of 
banking. I do not believe, however, that 
the system should attempt to eliminate state 
banks, but should cause all state banks to 
conform with the regulations of the Federal 
teserve System and become a member of the 
same. The Federal Reserve Act has been on 
our books since 1913, and the Federal Gov- 
ernment has given to the various state banks 
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the opportunity to join the same. The sys- 
tem itself has justified its existence, and in 
my judgment had banking institutions gen- 
erally been members of it there would have 
been considerably less failures in the last 
ten years. 

I do not believe there should be an at- 
tempt to divorce commercial banks from also 
doing a trust business because in the present 
operation of a trust business the assets are 
segregated, and this would mean a com- 
plete change of the entire system in our 
country. It is evident that such a drastic 
move as contemplated will meet with strong 
opposition, but out of all there should arise 
this unified system of supervising banking 
and forcing all of the banks in this country, 
whether state or national, to strict adherence 
to sound banking principles so that the ut- 
most protection can be given to depositors. 


ADVOCATES CO-ORDINATION BE- 
TWEEN NATIONAL AND STATE 
BANKING SYSTEMS 


JOHN S. ROSSELL 
Chairman of the Board, Security Trust Company, 
Wilmington, Delaware 

The proposed National Banking legislation 
requires very careful study to avoid drastic 
measures that may work grave harm. Admit- 
ting defects in the dual banking system as 
it now exists, the destruction of this system 
will be so revolutionary as to result in pos- 
sible injury to large numbers of banks and 
trust companies throughout the country. The 
tearing down of our banking structure and 
its rebuilding would be a stupendous under- 
taking, requiring a maximum of good sense 
and exceptional skill. 

While advantages of unification, especially 
in commercial banking, are attractive, the 
question is will it bring about the beneficent 
results that are promised for it? The safe 
course would be the adoption of a plan of 
cooperation that would not destroy the iden- 
tity or autonomy of state institutions, but 
enable them to act in harmony with the Fed- 
eral Reserve System. This suggests, as a 
first step, a thorough analysis of details to 
avoid errors and contradictions, and to pro- 
vide a workable method of procedure. The 
plan would be entirely practicable, if based 
upon the precept that all banking could be 
and should be conducted in perfect coopera- 
tion, for mutual benefit and for the public 
welfare. 

With possibly few exceptions the state 
banking laws have been brought up-to-date 
and state supervision, as required by these 
laws, is about as complete as any scheme 
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of national supervision that could be devised 
A recent revision, for example, of these laws 
in Delaware makes ample provision for or- 
derly management of banks and trust com- 
panies. 

No doubt Congress has full power to regu- 
late banking the country over, in so far as 
banking is an essential of interstate com- 
merce, but there is some question as to 
whether Congress can supersede the States 
in the management and control of State in- 
stitutions within their territorial limits, even 
though they do engage in local commerciai 
banking. 

The situation requires a balancing of ad- 
vantages to be derived from coordination 
on the one hand and the preservation on 
the other of the identity of our established 
Banks, whether national or state, rather 
than the strengthening of one and the weak- 
ening of the other. If gratitude for benefi- 
cent service should have place in the con- 
sideration of a project so immense and far 
reaching, state banks would be entitled to a 
super-abundance. 

A mistake could easily be made by the 
elimination of state institutions in an at- 
tempt to unify commercial banking through- 
out the United States. Because there have 
been many bank failures, it does not follow 
that small community banks, operating under 
state charters, and rendering a helpful serv- 
ice, should be impaired in their usefulness, 
not to mention larger institutions that have 
proved themselves the strong support of trade 
and commerce in the great centers of busi- 
ness activity. This would, indeed, be a very 
great mistake, and a very great injustice. It 
is to be hoped that the legislation now being 
formulated at Washington will contain pro- 
visions not radical and revolutionary, but 
“safe and sane,” with the ultimate object of 
benefiting all alike. 


SOME OBSTACLES TO GENERAL 
ADMISSION OF ALL BANKS TO 
FEDERAL RESERVE 


From the President of one of the New England State 
Bankers’ Associations 


While I should not like to see all banks 
forced into the Federal Reserve ‘System, un- 
less provision were made for a very careful 
check-up and a sufficiently rigid requirement 
for protection, which latter condition would 
probably block some small state banks, I 
am not at all sure but what this will be done. 

Another condition of the proposed legis- 
lation changes centers around the guarantee 
of bank deposits. If any measure of this 
sort is enacted, and it seems quite possible, 
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that would be another excellent reason for 
objecting to the general admission of all 
state banks into the Federal Reserve Sys- 
tem. Until more progress is made with some 
of these measures, indicating the probable 
direction matters will take, it seems to me, 
at least, unwise to make much comment. 


MANDATORY MEMBERSHIP NOT 
DESTRUCTIVE OF STATE 
BANKING 


ANDREW PRICE 


President, The National Bank of Commerce, Seattle, 
Washington 


Broadly speaking, I favor requirement of 
all state banks, as well as national banks 
doing a commercial banking business, being 
members of the Federal Reserve System. If 
time were allowed for adjustment of the 
affairs of non-member banks, say three or 
five years, it should be possible to accom- 
plish this transfer without severe injury to 
any bank entitled to continue to function. 
I do not consider that mandatory member- 
ship in the Federal Reserve System is tanta- 
mount to destruction of the state banking 
system. On the contrary, in my opinion it 
would do more to preserve a sound state 
banking setup than anything else that can 
be done. 


INSURING A SAFE AND SOUND 
BANKING SYSTEM 
ROBERT O. BAKER 
President of Ohio Bankers Association 

I am fully aware that there is strong op- 
position to any federal legislation, which 
would have for its object, the elimination of 
the state or dual banking system. However. 
I am firmly convinced in my own mind, that 
if we are to definitely and permanently solve 
the banking problem ahead of us, that it 
must necessarily be done through the chan- 
nel of a unified banking system. 

It is difficult for me to see how we can 
satisfactorily insure safe and sound bank- 
ing with our banks operating under forty- 
eight different state charters, and on the 
other hand, national banks operating under 
federal charters. I can see no good purpose 
served by a dual system, and in my judg- 
ment, the public interest would be better 
served if all banks operated under federal 
eontrol. 

I do not mean by this that I think that 
this ought to be done over night, or that 
good and sound state banks should be frozen 
out of the picture. Undoubtedly the first 
step in a program of this kind would be to 
bring all banks under Federal Reserve con- 
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trol, and I think this step should be taken 
as quickly as possible, with the provision 
that the Federal Reserve Law should be 
modified in order to take in non-member 
banks which can pass a rigid test as to their 
fitness. 







OLD SYSTEM BROKEN DOWN 


R. M. HANES 


President, Wachovia Bank and Trust Company, 
Winston-Salem, N. C. 


As we wrote you a year ago, we are in 
favor of a federal banking system with rigid 
examinations and with careful licensing of 
new banks. Our opinion is that the old 
system we have been operating under has 
completely broken down, and that unless we 
do something to materially improve the situa- 
tion, we cannot expect to regain the confi- 
dence of the public. 

The legislation at Washington now seems 
to tend to the forcing of all banks into the 
Federal Reserve System, and whether we 
agree with this or not, it seems to be the 
order of the day. We cannot find ourselves 
violently opposed to this. It seems to us 
an impossible task to properly regulate banks 
with forty-eight different state legislatures 
making laws and Congress making another 
set. It has been shown in the opening of 
banks after the holiday how impossible it is 
to in any way regulate the banks that should 
have opened and those that should not have 
been permitted to open. Many states sim- 
ply opened all state banks, without exam- 
inations and without question, whereas other 
states were quite strict in the opening of 
banks. If this could have been handled by 
one authority instead of forty-nine, certainly 
we would have a sounder banking condition 
than we have today. Realizing the dangers 
that lie in a centralization of banking au- 
thority, we still believe it is the solution of 
our banking system. 


MAKING ALL BANKS ELIGIBLE 
FOR FEDERAL RESERVE 
MEMBERSHIP 


JOHN D. HOSPELHORN 

Deputy Bank Commissioner of the State of Maryland 

I beg to advise you that it is the feeling of 
this department that the best interests of 
the banking situation at large can be served 
by all state institutions becoming members 
of the Federal Reserve System, wherever 
eligible. We are recommending to our state 
institutions that they become state members 
of the System. 
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AGENDA FOR RESTORATION OF CONFIDENCE AND 
STABILITY 


MAJOR CAUSES OF DEPRESSION AND THEIR REMOVAL 


DR. EDWIN WALTER KEMMERER 
Research Professor in International Finance at Princeton University 





(Epiror’s Note: Dr. Kemmerer occupies a distinctive position among America’s 


leading authorities on economic principles and _ practice. 


He has been repeatedly 


requisitioned by other governments as expert adviser in the field of monetary, banking 
and fiscal reconstruction. His exceptional experience and observation in such matters 
give additional weight to his summary as to the elemental causes of this depression, 
both from the domestic and international aspects, and his development of a logical basis 
for recovery and essential restoration of confidence. The recent climax in the banking field 
and the emergency program launched by the new administration at Washington, give em- 
phasis to psychological factors to which Dr. Kemmerer pays special attention. The fol- 
lowing is based upon a recent address before the Economic Club of New York.) 


CONOMIC recovery can come only 

from a removal of the causes which 

are perpetuating the depression. I 
shall, therefore, first give a brief and cate- 
gorical enumeration of what appear to me 
to be the principal causes of our present 
economic troubles. This will serve as a back- 
ground. I shall restrict my discussion to a 
few major factors. The principal causes, di- 
rect and indirect, of the economic depression 
as it exists today are: 


Major Causes of Economic Depression 

(1) The destruction wrought by the great- 
est war in history—a destruction of scores 
of billions of dollars of property and of over 
thirteen million lives representing the best 
blood of the world, men who, if they had 
lived, would today be in the prime of life. 
Our present generation has been greatly 
weakened by the loss of life and of vitality 
due to the fatalities of the war. 

(2) The gross maladjustments in the pro- 
duction of various basic commodities, grow- 
ing out of the efforts of different countries 
during the war, to produce goods for them- 
selves which war conditions prevented them 
from importing as formerly, or to produce 
certain classes of goods in great volume for 
war needs. These maladjustments have con- 
tributed to the existing excess stocks of vari- 
ous commodities, have reduced to a lower 
level than would otherwise exist the effi- 
ciency of world economic production and dis- 
tribution, and have been important factors 


in the tremendous decline we have been wit- 
nessing of late in the world’s international 
trade. 

(5) The large amount of farm mortgages 
floated during the war and early post-war 
period for the purchase of land at war-in- 
flated prices and the great increase in the 
burden of the debts represented by these 
mortgages, which resulted from the great de- 
cline in commodity prices, including the 
prices of farm products, most of which was 
inevitable after the discontinuance of war- 
time inflation. 


(4) The large and increasing amount of 
restrictions on international trade in the 
form of tariffs, quotas, exchange restrictions, 
currency depreciation, anti-dumping regula- 
tions, arbitrary customs valuations, so-called 
“trade clearing agreements,’ and the like. 
Many of these restrictions upon foreign trade 
have been the results of efforts to maintain 
uneconomic industries, expanded production 
in specified lines, or high wage scales, cre- 
ated by the abnormal conditions existing 
during the war. They represent wasteful 
efforts to resist the natural economic liquida- 
tion of the war. The Department of Com- 
merce reports that, in addition to various 
forms of exchange control, the year 1932 
“saw trade barriers increased by various 
means in over half of the sixty-five commer- 
cially important countries, with a general 
downward tendency in tariffs observed in 
only a very few cases.” 
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(5) The large back-wash of basic com- 
‘modities which the world has accumulated, 
by reason of its attempts to defy the law of 
demand and supply through valorization 
schemes intended to hold up prices without 
controlling the supply of the product. Ex- 
amples are: rubber, coffee, copper, wheat 
and sugar. 


(6) The burden of interallied debt obli- 
gations, and particularly the uncertainty and 
tension growing out of attempts to solve the 
problem of war debts. 


(7) The unstable political situation 
abroad, particularly in Germany, the Near 
East, South America and the Orient, 


(8) The widespread loss of confidence, 
“virtual shellshock,” resulting from the in- 
evitable collapse of the great speculative 
boom of the years 1928 and 1929—a lack of 
confidence which has been perpetuated and 
aggravated by a number of factors: viz.: 
(a) the breakdown of the gold standard 

throughout most of the world; 

(b) the apparent failure of the Disarma- 
ment Conference; 

(c) the revelation of crooked practices in a 
number of high places in the financial 
world; 

(d) the weakness of our American banking 

system, which has been evidenced by 

10,738 bank suspensions during the 

years of 1921-1932*, including 5,096 sus- 

pensions for the years 1929 to 19382, and 
by the enormous additional crop of bank 
suspensions so far this year; 

agitation for inflation, in Congress and 

out; 

the failure of the National Government 

to balance its budget, with the resulting 

heavy increase in our national debt, and 
accumulation of undigested government 
securities in our Federal Reserve banks 
and other banks; 
increasing burdens of 
farmers, home-buyers, 
prices and wages fall; 
increasing burden of taxes as incomes 
fall; 

(i) large and increasing unemployment. 

All of these factors in the situation are 
causes and all likewise are effects. They 
act and react. They overlap and they merge. 
There are no sharp demarcations. 


indebtedness of 
and others, as 


(h) 


From the Boom Top to the Valley 
Out of these causes the one upon which I 
wish to center attention is the one suggested 
by the much abused but none the less exceed- 


*Of these 10,738 suspended banks, 1,372 were subsequently 
reopened, leaving net suspensions for the 12 years of 9,366. 
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ingly important term, “lack of confidence.” 
In interpreting the present situation, we 
must harmonize certain significant and stub- 
born facts, involving a comparison of our 
situation during the present year to date 
with that of the corresponding months of 
1929. This four-year jump is from the moun- 
tain top of a boom to the valley of a de- 
pression. A comparison of these facts will 
serve to eliminate, as untenable, some com- 
mon explanations of the depression, and to 
emphasize the importance of some others. 
The significant facts are: 

(1) General prices (including commodity 
prices at wholesale, wages, various elements 
of the cost of living, and house rents), which 
during the preceding eight years had been 
unusually stable at a level about 68 per 
cent above that of 1913, dropped about 30 
per cent. representing an increase in the pur- 
chasing power of our American gold dollar 
of 48 per cent. The percentage decline in 
prices, however, has been very unequal 
among different classes of goods and services. 
Farm products, for example, and raw ma- 
terials in general have depreciated most, 
while chemicals and drugs have depreciated 
least. Finished products, as a class, have 
depreciated much less than raw materials. 

(2) The physical volume of production 
and trade (as measured by the Federal Re- 
serve Bank adjusted clearings index )—tons, 
bushels, yards, ton-miles, ete.—for which the 
average of the annual rates of increase for 
the years 1921-29 had been 2 per cent, de- 
clined in the four years ending last January 
by 48 per cent. The average of the annual 
percentage declines for the period 1929 to 
1932, inclusive, was 17. 


Contrasts in Monetary and Trade Movements 

(3) The volume of money in circulation in 
the United States, which had been fairly 
stable between 1921 and 1929 in the neigh- 
borhood of 4% to 5 billion dollars, rose by 
30 per cent. It reached a maximum for all 
time in early March of this year, amounting 
to 7.5 billion dollars, as against the maxi- 
mum of the boom year 1929 of 4.9 billion dol- 
lars, an increase of 52 per cent. Think of 
it, 52 per cent more money in circulation 
when business was paralyzed during our re- 
eent bank moratorium, than the maximum 
figure for 1929. 

Measured in dollars, therefore, we are do- 
ing today only about 36 per cent as much 
business as we were doing just four years 
ago, and we have 30 per cent more dollars in 
circulation to do it with. 

(4) While for the sixteen-year period 1913- 
14 to 1929-30 the annual rate of increase in 





TRUST COMPANIES 


the world’s production of leading basic com- 
modities—coal, iron, cotton, wheat, coffee, 
ete—was 1.86 per cent; for the nineteen 
years 1913 to 1932 the world’s stock of mon- 
etary gold in the hands of central banks and 
governments increased at an average annual 
rate of 4.8 per cent. Since the end of 1929, 
there has been a great decline in the world’s 
production of basic commodities, but the 
world’s stock of monetary gold has increased 
from early 1929 to the present time in 1933 
by 19 per cent, and is now far above the 
maximum of any previous time in history— 
and this is true although most of the world 
is off the gold standard and although the per- 
centage of the world’s gold production that 
is going into jewelry and the arts is today 
unusually small. Moreover, India, the so- 
ealled “sink of the precious metals,’ which 
ordinarily absorbs into hoards about 20 per 
cent of the world’s annual gold production, 
has of late actually been pouring on the 
world’s market gold from these hoards at 
about three times that rate. Our own Ameri- 
ean stock of monetary gold has increased 8 
per cent since early 1929. 

Contrast this increase with a decline in 
the same period of 64 per cent in the money 
volume of American production and trade. 
These figures would seem to point to an 
abundance of gold, rather than a shortage. 

(5) Over 90 per cent of our American 
business is performed by means of bank 
checks. These checks represent the cireula- 
tion of bank deposits and constitute our so- 
called “deposit currency.” Despite the large 
number of bank failures we have had during 
the past four years, the decline in the net 
amount of demand deposits, exclusive of 
inter-bank deposits, of all reporting member 
banks from January-February, 1929 to the 
same months of 19383 was only 18 per cent; 
while the total deposits of all banks in the 
country, exclusive of inter-bank deposits, de- 
clined only 23 per cent, from March 27, 1929 
to September 30, 19382, the latest date for 
which complete figures are available. 


Low Velocity of Circulation 

If we have so much more money in circu- 
Jation than we had in the boom year 1929, 
if our supply of monetary gold is larger, and 
if our bank deposits have declined only a 
moderate percentage, while the money vol- 
ume of the business we are doing has de- 
clined nearly two-thirds, why is it that 
money and bank credit seem to many people 
to be so scarce, and why is it that there is 
such a persistent demand for inflation of 
currency and credit? 

The answer is, that much of our money 
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and much of our bank deposits credit have 
been lying comparatively idle. Neither has 
been moving at anything like its normal rate. 
In more technical language, the velocities of 
circulation have been extremely low. More- 
over, large quantities of both money and 
bank deposits have net been moving at all; 
in other words, have been actually or virtu- 
ally hoarded. 

Money circulates, or works, by being 
passed from hand to hand in the purchase 
of goods and services and in the payment of 
debts; and bank deposits circulate the same 
way through payments by checks. If a man 
keeps an active checking account at his bank, 
deposits his daily receipts, and makes by 
checks his daily disbursements, and if his 
average deposit balance throughout a year is, 
say, $10,000, his bank deposit will have a 
velocity of circulation of 10 if the total 
checks charged to his account, representing 
business transactions during the year, 
amount to $100,000, and it will have a veloc- 
ity of circulation of 30 if the total checks so 
charged amount to $300,000. In the latter 
ease, the same average deposit balance does 
three times as much bank check business as 
in the former case. In both cases, however, 
the amount of gold reserve required to sup- 
port the average deposit balance of $10,000 
has been the same. 

Therefore, a dollar of deposits or a dollar 
of gold is three times as efficient in the sec- 
ond case as in the first. Money and bank 
deposits move like a grasshopper and not like 
a railroad train; they jump and rest a while, 
and then jump again. Imagine two grass- 
hoppers working by carrying equal loads and 
always jumping equal distances. If one 
grasshopper rests three times as long be- 
tween jumps as the other one does, he will 
do only one-third as much transportation 
work: and, if he doesn’t jump at all, his 
“erasshopper ton-mileage” will be nil. 


Tragic Story of Bank Deposit Circulation 


We do not know the figures as to the ve- 
locity of circulation of money before the de- 
pression and now; but we do know the much 
more important figures for the velocity of 
circulation of bank deposits in the member 
banks of some 141 of our leading American 


cities. They tell a tragic story. 

For New York City, with its large specu- 
lative market, the annual velocity of bank 
deposits averaged 118 for January, 1929, and 
26 for January, 1933, a decline of 78 per cent. 
For all 141 cities for which we have figures, 
including New York City, the average an- 
nual velocity for January, 1929 was 79, and 
for January, 1933 was 29, representing a de- 
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cline of 63 per cent. Here is the key to the 
problem—not scarcity of money, not scarcity 
of gold, not even reduced bank deposits, al- 
though here there has been a material re- 
duction, but the fact, that much of our 
money and of our bank deposits are not mov- 
ing at all, and that most of those which are 
moving are moving very sluggishly. 


Why Is There So Much Hoarding? 


This brings us to our next question: Why 
is there so much hoarding; why are these 
velocities so excessively low? The answer 
is: because the people who own these funds 
are afraid to use them, afraid to convert 
them into goods and services. Our economic 
world is a world of human beings with 
strong emotions and prejudices, of people 
who are controlled by feelings much more 
than by reason. The forces of so-called 
“mass psychology” run strong, It takes time 
for tens of millions of people to recover from 
violent economic shock. 


In 1928 and 1929 speculation in securities 
and speculation in land were intense 
throughout the United States and all classes 
of people participated. The shock of the 
1929 stock market crash was terrific and the 
publie are still suffering from the shellshock 
eaused by that unfortunate but inevitable ex- 
plosion. Their sufferings have been aggra- 
vated by a long string of unfortunate events, 
national and international, since October, 
1929, some of which I have already men- 
tioned. 


Prices during these four years have fallen 
strongly and almost continually, while the 
values of money and of safely placed bank 
deposits have ipso facto been continually 
rising. A dollar will buy over 40 per cent 
more goods on the average today than it 
bought four years ago. The public naturally 
reasons, “Why buy goods today if they are 
going to be cheaper tomorrow?’ Or, on the 
other hand, “Why spend our money today 
if it will be worth more tomorrow?’ Why 
not hang on to the things that are going up 
in value, namely, money and bank deposits 
in sound banks, and get rid of the things that 
are going down, namely, goods, securities, 
and real estate? 


This is the psychology of falling prices. 
We may condemn it, but we must recognize 
it asa fact. This psychology is just the op- 
posite of the psychology of rising prices, 
which we had during the World War. Then 
the public said: “Buy today, because things 
will be dearer tomorrow.” Or, “Get rid of 
your money today—it will buy less tomorrow. 
Seize the goods and securities which are go- 
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ing up in value and hold them; drop the 
money, which is going down in value.” 


Two Phases of Public Psychology 

These two different phases of public psy- 
chology are in essence a question of confi- 
dence; and confidence in its application to 
this problem is of two varieties: (1) con- 
fidence in goods and in business; and (2) 
confidence in money. 

If the public have confidence in goods and 
in business and expect prices to rise and 
business to become increasingly profitable, 
they buy freely and the velocities of circu- 
lation of both money and bank deposits are 
sped up. Such was the situation in the 
United States in 1928 and the greater part 
of the year 1929. 

If, on the other hand, the public have 
strong confidence in their currency and in 
their banks, or at least in the greater part 
of them, but have little or no confidence in 
the business situation and prospects, they 
will convert their possessions into currency 
and into deposits in such banks as they 
trust, and “will hang on to their money” 
until they feel assured that better times are 
immediately ahead. This may be called con- 
servatism, or hoarding, as you prefer. What- 
ever you may call it, it is what we have in 
the United States today on a wide scale, and 
is the chief explanation of why our large 
volume of money and of bank deposits are 
moving so slowly. It is likewise the expla- 
nation of the present low commodity price 
level. Up to the present time, or, perhaps 
more correctly, up to the early days of 
March, the public have had little confidence 
in business prospects, but have had great 
confidence in the nation’s money. 


Losing Confidence in Money 

Another possibility, with which the world 
has had many tragie experiences since 1914, 
is a great loss of confidence in a country’s 
money ata time when confidence in the busi- 
ness situation and prospects were being mod- 
erately maintained, or at least maintained 
at a better level than the public’s confidence 
in their money. In such a situation, the 
publie’s philosophy is: “Buy goods and se- 
curities quickly, because the prices of every- 
thing are going up. Dispose of your money 
quickly, because its value is going down.” 

In cases where the public are rapidly 
losing confidence in their money, as they did 
in Mexico in 1916 or in Austria and Ger- 
many shortly after the armistice, the veloci- 
ties at which the money and bank deposits 
circulate often reach fantastic figures. Every- 
one who receives money tries to get rid of 
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it for goods as fast as he can, for prices are 
continually rising, sometimes being marked 
up many times a day. Money which nor- 
mally circulates at the rate of two or three 
times a month will move five or ten times a 
day. 

Dr. Schacht, who was recently reappointed 
president of the German Reichsbank, de- 
scribing this situation during the German 
inflation of 1922, said: 

“The rush to get rid of cash as soon as 
possible further led to an extraordinary in- 
crease in the rapidity of the circulation of 
money. Everyone who had payments to 
make endeavored to make them as quickly as 
possible, before he could be caught by the 
depreciation. Clearing (Giro) transac- 
tions were immensely extended at the ez- 
pense of cash transactions, which were too 
slow. . The one idea was to dispose of 
them [the bank balances] as speedily as pos- 
sible. Thus the state, the entrepreneur, and 
the private individual were all engaged in 
the struggle, each for himself, to escape the 
terrors of the inflation and it was naturally 
those who were the weakest economically 
and the least well informed who were the 
hardest hit.” 

This was the so-called “flight from 
mark,” or “refuge in material values.’ 


the 


*‘Controlled Inflation”’ 

If anything happens to cause people to 
lose confidence in their money, inflation may 
start suddenly and become violent, simply 
through increased velocities of circulation 
and without any increase whatsoever in the 
actual volume of money in circulation. We 
hear a great deal of “controlled inflation,” 
but because inflation much a matter 
of confidence, which in turn is often largely 
a matter of volatile mass psychology, infla- 
tion is one of the hardest things in the world 
to control if it once gets started. On this 
subject the illustration recently given by 
Henry J. Haskell before the U. S. Senate 
Committee on Finance is particularly ap- 
propriate. He said: 

“Primarily inflation is like a balky and 
unruly horse. It simply refuses to be guided 
by the rider. At first it balks. The rider 
applies whip and spur and still it will not 
budge. And then, of a sudden, it bolts and 
there is no controlling it. When it finally 
stops, it throws its rider, and he is left lying 
flat on the ground.” 

For some time we have been applying whip 
and spur to this balky horse, with little ap- 
parent result. In our recent currency and 
banking legislation we have given him a 
large amount of loose rein. Now is the time 
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to use a curb bit, to sit firmly in the saddle, 
and to be ready at a moment’s notice to hold 
back the beast with a tight rein. 


Holding Currency and Bank Credit in Control 

At present, there is apparently some in- 
creasing confidence in the business situation 
and confidence in our currency is still strong. 
If confidence in business returns gradually 
and if we hold our currency and bank credit 
well in control, avoiding even the serious 
agitation in Congress of any of the numer- 
ous monetary panaceas with which the coun- 
try is now flooded, we may reasonably ex- 
pect that in the not distant future goods will 
again move normally and our money and 
bank deposits will return to something like 
their pre-war velocities. In that case, we 
will have had an orderly reflation. 


The great fundamental forces which de- 
termine the long-time swings in the world’s 
price levels have not been greatly changed 
during recent years. The world’s popula- 
tion and the distribution of this population’ 
are practically unchanged. Human tastes, 
human wants and human capacity to labor 
are essentially what they were four years 
ago. There is no reason to believe that the 
world’s annual rate of increase in the pro- 
duction of basic commodities—a rate of 


about 3 per cent a year—which has persisted 


for two generations has suddenly been 


changed permanently. 


Gold and Prices 


Gold production has inereased substan- 
tially since 1921, and since 1913 the world’s 
supply of monetary gold has increased much 
faster than the world’s production of basic 
commodities; while the efficiency of gold as 
the basis of our credit structure is being in- 
creased continually through improvements 
in our currency and banking machinery. If, 
since our eight and a half years of compara- 
tive stability in commodity prices ending in 
1929, nothing has happened to reduce funda- 
mentally and permanently the world’s supply 
of gold and of circulating credit, relative to 
the demand, and if, likewise, nothing has 
happened to change fundamentally and per- 
manently the world’s production of basic 
commodities, its system of fabrication and 
marketing, and the number and character of 
the human beings that handled its economic 
machinery, it would seem probable that a 
commodity price level something like that 
preceding the crisis would return when we 
once drag ourselves out of this slough of 
despond, 


If this diagnosis is true, efforts to devalu- 
ate the currency or permanently to reduce 
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debt obligations, on the theory that prices 
_ have come down to stay, are unwise. They 
are likely to do much more harm than good. 
The things to do now above all else are 
to maintain confidence in our money and our 
banks and to restore confidence in our busi- 
ness. Confidence in our money and in our 
banks can be retained only if they are main- 
tained at standards worthy of confidence. 


Formula for Restoration of Confidence 


Actions that would contribute much to the 
restoration of confidence are: 


(1) Balance the budget, and by balancing 
the budget I mean a bona fide balancing of 
revenues and expenditures, and not a mere 
juggling of terms and accounts. 

(2) Take a firm stand against all infla- 
tionary panaceas, including schemes to re- 
duce the gold content of the dollar, and the 
various proposals to remonetize silver. 

(3) Maintain such checks upon the recent 
concessions to possible currency and credit 
expansion as to contract the new circulat- 
ing media promptly and effectively as con- 
fidence is restored. Most of these measures 
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are temporary emergency measures. In their 
present form they should not be permitted 
to become permanent. Let us not forget that 
in September, 1923, nearly two-thirds of 
Germany’s 45 quadrillion marks of Reichs- 
bank notes outstanding were backed by 
treasury bills of the German Government. 

(4) Pass effective banking reform laws, 
bringing all commercial banks under nation- 
al law and into the Federal Reserve System, 
substantially extending branch banking un- 
der effective governmental supervision, com- 
pletely divorcing investment affiliates from 
commercial banks, and providing for ade- 
quate government supervision of investment 
banking. 

(5) Discontinue the publicity provision in 
regard to Reconstruction Finance Corpora- 
tion loans to banks. 

(6) Make a definite and final settlement 
of the problem of interallied debts. 

(7) Arrange for a_ substantial leveling 
down of the tariff, in cooperation with oth- 
er countries on a basis of mutual conces- 
sions, providing for the necessary changes 
in the “most favored nation’? agreement. 

2. 


? 


DISTINGUISHING BUSINESS AND LEGAL ADVICE IN FIDUCIARY 
ADMINISTRATION 


W. J. Kieferdorf, vice-president and senior 
trust officer of the Bank of America, N. T. & 
S. A. of San Francisco, dwells upon the 
growth of enlightened relationships between 
trust officers and lawyers as a consequence 
of greater clarity in distinguishing between 
what is business and what is legal service in 
fiduciary administration and estate planning. 
In the course of his address on “Estate Plan- 
ning” at the last Mid-Winter Trust Confer- 
ence in New York, he said: 

“The public, I believe, is beginning to 
realize, as a result of trust educational effort 
and of contact with the trust men that the 
trust officer is the planner, the administrator, 
the conserver—this is his business—while the 
lawyer is the legal adviser. It appreciates 
on the one hand the easy and constant ac- 
cessibility of the trust officer and his ability 
to suggest workable plans under which es- 
tates may be economically administered and 
conserved, and it has learned, on the other 
hand, that the good lawyer can and must 
be relied on to furnish legal advice and safe 
draftsmanship. 

“It must be remarked, too, that the ma- 
jority of the bar know that every trust man 


welcomes the assistance of the educated com- 
petent lawyer and most sincerely desires his 
cooperation; and that both are disposed to 
serve the public honorably and well; like- 
wise, both deprecate the shallow insincerity 
of the small minority that relegates to sec- 
ond place the interests of the public. 

“In the recent past, in any dissertation on 
estate planning, it was somewhat hazardous, 
in view of the restrictions imposed on trust 
institutions in many states by statute or by 
compromise to say categorically how far the 
trust officer might go in outlining estate 
plans for his bank’s customers and the gen- 
eral public. 

“The line between what is ‘legal advice’ 
and what ‘business advice’ is, how- 
ever, gradually becoming more clearly de- 
fined; and although there will perhaps al- 
ways be in the offing the necessary critic, 
the relative status of the trust officer and 
the reputable attorney is no longer nebulous 
and vague; the respective functions of each 
are now generally agreed between them, and 
certainly better understood by the public 
than heretofore. The public is the most vital- 
ly concerned, and the public will be served.” 


is 
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HOW WILL BANK INVESTMENTS BE AFFECTED BY 
CHANGE IN TREASURY REFUNDING POLICY? 


CAMPAIGN TO PLACE GOVERNMENT DEBT IN THE HANDS OF 
THE INVESTING PUBLIC 
OSCAR LASDON 


(Epiror’s Notre: The writer directs attention to the new problems which are likely 
to confront banks in connection with their investments, especially in view of the large holdings 
of government issues as part of the liquidity program, and as affected by the apparent change 
in Treasury refunding policy designed to transfer government debt into the hands of the 
investing public.) 


HE forthcoming Treasury refunding 
operations foreshadow an adjustment 
of bank bond portfolios. 

It is not unlikely that, despite the failure 
of the Treasury to call for the redemption of 
the Liberty Fourth 4%s on April 15th, steps 
may be taken within the next six months to 
redeem this issue and the First 4%s in the 
interests of governmental economy. In the 
interim, it is possible that the former issue 
may be “whittled down’ by means of ex- 
change offerings before a final redemption 
is undertaken, As far as the short-term debt 
is concerned, it is regarded as imperative 
that a conversion into a long-term issue be 
effected. 

As commercial banking institutions 
throughout the country hold some 33 per cent 
of the interest bearing government debt, it 
is only natural that a change in the methods 
of Treasury finance will affect bank bond 
holdings. As of December 31, 1932, U. S. Gov- 
ernment obligations held by reporting mem- 
ber banks totaled over $6,540,000,000, an 
amount only exceeded following the war. 
However, it must be remembered that the 
during the war and post-war financing pe- 
riods the banks acted primarily as distribut- 
ing agents of government bonds and only 
earried that portion which could not be im- 
mediately absorbed by the investing public. 
Today, our commercial banks are direct in- 
vestors. It is obvious, therefore, that some 
modification of their holdings will be wit- 
nessed in the near future, A conversion of 
the short-term debt, and the evident desire 
to transfer long-term government issues from 
institutional investors to the public, will un- 
doubtedly affect bank investment policy. 


Banks Susceptible to Treasury Operations 

In their quest for liquidity many of our . 
banks have identified themselves as govern- 
ment bond investment trusts. Their large 
holdings have made them particularly sus- 
ceptible to any change in Treasury opera- 
tions. The effects of such a change can best 
be ascertained by segregating the banks into 
their respective banking groups and differ- 
entiating between the long and short-term 
issues held. 

The chart below graphically depicts the 
amounts and types of government securities 
held by the central reserve city, reserve city 
and country banks. The figures are taken 
from the last call report of the Comptroller 
of the Currency, showing the condition of 
national banks as of December 31, 1932. 


It is to be noted that the central reserve 
city banks, in trying to attain the highest 
liquidity, invested heavily in Treasury notes 
and certificates. To a great extent, this also 
reflected the past policy of the Treasury. The 
capital requirements of the Government, 
arising out of an unbalanced budget, were 
furnished by issuing additional obligations. 
Short maturities were sold in order to take 
advantage of low short-term interests rates. 
On the other hand, the other two banking 
groups did most of their investing in Liberty 
and Treasury bonds. The reserve city banks 
held a moderate amount of Treasury notes, 
certificates and bills while the country banks 
earried an almost negligible proportion. The 
latter confined themselves to the longer-term 
issues, of which bonds held to secure national 
bank note circulation formed a substantial 
part. 
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Funding of Short-Term into Long-Term 
Issues 

It is evident that the funding of the short- 
term debt, in whole or in part, into a long- 
term issue will greatly affect the central re- 
serve city banks. As approximately 50 per 
cent of their holdings of governments are of 
the short variety, other uses will have to be 
found for these funds. However, as these 
issues constitute a valuable “secondary re- 
serve” it is likely that they will be replaced 
in good measure by other government issues 
of longer maturity. Another result may be 
an increase in collateral loans, with govern- 
ment bonds as the security behind these 
loans. Necessarily, because of the smaller 
amounts of notes and certificates held by the 
reserve city and country banks, they will be 
affected. It is a matter of common 
knowledge that, today, the liquidity of our 
banking structure is based to a great degree 
on government securities. Until very re- 
cently government obligations have been re- 
garded as the essence of liquidity. However, 
under present conditions, this seems to be 
true only so long as there is a demand for 
them outside of the banks. That there are 


less 


dangers involved in excessive bank holdings 
of government securities was indelibly im- 
pressed on the banking community just prior 
to the recent banking holiday. At that time 
the market for governments virtually col- 
lapsed and banks were unable to convert 
their holdings into cash, except at substan- 
tial losses, It should not be surprising, there- 
fore, that a patriotic appeal may be resorted 
to in order to shift a large proportion of 
the national debt into the hands of private 
investors. Such an appeal will probably be 
necessary anyhow in order to assure the suc- 
cess of a refunding operation. 

A campaign to place the government debt 
in the hands of the investing public, where it 
properly belongs, raises another problem. 
With conditions as they are, it would not at 
all be surprising to find the banks reluctant 
to part with their holdings, although pres- 
sure to make them find other outlets for their 
funds would be increased. Nevertheless, it 
is probable that a good part will find its way 
out of bank portfolios. This would release a 
substantial amount of funds for other pur- 
poses. At present, it hardly seems as though 


(Continued on page 507) 
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ESSENTIALS OF AMERICAN BANKING REFORM AND 
CONTROL OF CREDIT 


PROGRAM RECOMMENDED BY ECONOMIC POLICY COMMISSION OF THE 
AMERICAN BANKERS ASSOCIATION 


(Epiror’s Nore: The recent banking crisis has stimulated sentiment and convictions 
of American banking leaders as to the necessity of revising the American banking system 


and the agencies of credit. 


This is emphasized by the recommendations submitted in the 


report of the Economic Policy Commission of the Americah Bankers Association, which 
was approved at the recent Council meeting of the Association. Foremost among the recom- 
mendations are universal membership in Federal Reserve; more uniform branch banking 
privileges; revision of Federal Reserve System and creation of a Federal Commission on 


Ranking Legislation. 


The report of the Economic Policy Commission was presented by 


the chairman, Col. Leonard P. Ayres, vice-president of the Cleveland Trust Company.) 


HE Economic Policy Commission un- 
With due modesty the task 

of attempting to interpret the extra- 
ordinary developments that led to the clos- 
ing of all banks early in March, and to the 
reopening of most of them some two weeks 
later. There is general agreement that our 
banking system must be so strengthened that 
no similar ¢risis can recur in the future. It 
seems equally clear to your Commission that 
this essential strengthening cannot be ade- 
quately effected by the simple expedient of 
hastily enacting with some modifications the 
restrictive legislation that under dis- 
cussion last year, prior to the banking crisis. 
Your Commission believes that a revised 
Glass Bill should be enacted now, and that 
the Federal Administration should create a 
commission to study and recommend after 
mature deliberation the further changes 
that should be made in our banking system, 
in our Federal Reserve System, and in our 
monetary system. 


dertakes 
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Universal Membership in Federal Reserve 


Probably the most important and clear- 
est single lesson of our recent difficulties is 
that American banking would be greatly 
strengthened by the relatively simple meas- 
ure of bringing banks generally into mem- 
bership in the Federal Reserve System. We 
now have a sub-divided dual banking sys- 
tem, for all banks are divided into the two 
classes of national and state chartered in- 
stitutions. and the state banks are in turn 
sub-divided into the two classes of Reserve 
member banks and non-member banks. 


Cogent arguments in favor of a single uni- 
fied system of banks might well be derived 
from the developments of the past two 
months. Nevertheless it must still be rec- 
ognized that most of our banks operate un- 
der state authorization, that included in their 
number are many of our strongest institu- 
tions, and that grave difficulties would be 
encountered in any attempt to bring them 
all under national charters. The reasons for 
bringing substantially all banks into mem- 
bership in the Reserve System are far more 
direct, and some of the most potent of them 
are derived from the lessons of our recent 
banking difficulties, 

Two reasons for doing this have special 
weight. The first is that in recent weeks it 
has been found necessary to amend our fed- 
eral banking legislation so as to permit non- 
member state banks to borrow from Federal 
Reserve Banks during the period of the pres- 
ent emergency. The second reason is that 
the emergency has reinforced the principle 
that the safest place for the deposit of a 
bank’s legal reserves is in the custody of 
the Federal Reserve Banks. When we add 
to these two reasons for bringing banks into 
the Reserve System the further considera- 
tions that this change would insure greater 
uniformity of bank examinations, and closer 
supervision over banking standards and prac- 
tices, the cumulative argument in support of 
the proposed changes becomes impressively 
strong. 

The proposed change would moreover re- 
sult in a closer coordination of aims and 
functions between the supervisory authori- 
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ties of national and state chartered insti- 
tutions. We hold that in order to provide 
for the proposed change the membership 
requirements and provisions of the Federal 
Reserve System should be so broadened and 
altered as to allow for the admission to mem- 
bership of numerous state chartered com- 
mercial and mutual savings banks that are 
not now included within the System. 


Banking Crisis and Branch Banking 

It also seems abundantly clear that we 
must somehow provide in the future against 
the possibility of a state executive closing 
the banks of his state by a proclamation is- 
sued suddenly and without warning, and 
thus throwing the burden of the financial 
needs of that population upon the banks of 
the adjacent territory. Provision against 
that appears essential no matter at what 
cost of impairment of state sovereignty. The 
very fact of universal bank membership in 
the Federal Reserve System would in itself 
constitute a strong deterrent against the 
proclamation of bank holidays by governors. 


It is a regrettable fact that the very vio- 
lence of the recent banking. crisis greatly 
diminishes its value as a source of reliable 
evidence concerning several important ques- 
tions in our banking practice. It cannot truly 
be claimed that the recent bank difficulties 


afforded any valuable criteria concerning the 
relative virtues or shortcomings of branch, 
group, or chain banking as compared with 
unit banking, for all banks alike were forced 


to close. Somewhat similar comments might 
be made about national banks as compared 
with state banks, and about member banks 
as contrasted with non-member banks. 

Nevertheless it does seem clear that the 
important reduction that has taken place in 
the numer of banks that are open and oper- 
ating constitutes an added reason for fa- 
voring the extension of branch banking to 
provide needed facilities in places not oth- 
erwise adequately served. It seems clear 
that in any revision of federal banking legis- 
lation the national banks and all other mem- 
bers of the Reserve System should be ac- 
corded the same treatment with respect to 
the establishment of branches that is grant- 
ed to non-member state chartered institu- 
tions. 

Violent Disruption of Functions Not 
Justified 

The recent crisis also failed to show that 
it would be wise to adopt the suggested 
changes which would separate savings bank- 
ing from commercial banking, sever relation- 
ships between commercial banks and security 
affiliates, and segregate the administration 
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of trust estates from the conduct of ordi- 
nary banking activities. The fact is that 
during the period of greatest pressure upon 
the banks there were relatively few insti- 
tutions doing both a commercial and a sav- 
ings bank business that were subjected to 
runs or exceptional withdrawals by the sav- 
ings depositors. On the contrary it was the 
commercial accounts that were shifted about 
in huge volume. Unfortunately no one has 
yet devised a series of safeguards which 
will protect a banking system against a 
panie that spreads with sudden virulence 
among the treasurers of corporations. Nev- 
ertheless we hold that new legislation should 
impose reasonable controls on the shifting 
of commercial deposits. 

Finally our recent banking troubles have 
failed to substantiate the widespread belief 
that almost all banking difficulties would be 
found to have their direct origins in the 
public participation in the great stock specu- 
lation that terminated in 1929. It is prob- 
ably true that instead of that being the case 
a large proportion of the difficulties may be 
attributed to the shrinkage in the values of 
lands and buildings, and of mortgages, leases, 
and bond issues based upon them. It seems 
probable that if an effective restraint cou.d 
be placed upon real estate speculation ‘it 
would prove in the long run to be a safe- 
guard to the future of American banking 
comparable in value to that which would re- 
sult from a restriction of speculation in com- 
modities and securities. We commend this 
problem to the attention of those engaged in 
drafting new banking legislation. 


Needed Changes in Practice and Law 

Your Commission assumes that the bank- 
ing legislation now pending in the Congress 
will provide for a limitation of the amount 
of interest that may be paid on commercial 
deposits in reserve member banks. We com- 
mend this experiment and urge that its 
résults be carefully studied. We recommend 
that any federal commission created to study 
and formulate more fundamental future 
changes in our banking system should de- 
vote special consideration to the problems of 
the regulation of interest payments on all 
classes of deposits, and of requirements that 
deposits should give notification of intention 
to withdraw time deposits. It is our con- 
viction that depositors in banks should be 
protected against the dangers that may re- 
sult if hysterical minorities among them 
suddenly seek to convert their bank deposits 
into currency. 

We also urge that two other matters be 
given consideration in the enactment of fu- 
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ture federal legislation. The first is the 
careful and rigorous regulation of the grant- 
ing of loans by banks to their own officers 
and directors. The safeguards behind and 
about such loans should be ample, and no 
evasion of responsibility for granting these 
loans should be permitted. The second mat- 
ter is that we urge that as the Congress 
moves forward in its program to strengthen 
our banking system which creates credit for 
the conduct and the expansion of business, 
it should concomitantly take steps to re- 
strict our postal savings system which tends 
to withhold money from business. 

Finally we are convinced that the special 
treatment accorded public funds by requir- 
ing that they be given the status of secured 
deposits is wrong in principle and danger- 
ous in practice. We hold that it is a func- 
tion of government to provide for the safety 
of banking, and that to safeguard public 
funds by guaranties that are not available 
for the deposits of private citizens is sub- 
versive of that purpose. We believe that 
federal and state laws should be amended 
so as to terminate provisions for securing 
deposits of public funds. 


Revealed Impotence of Reserve System 

Probably the most astonishing and dis- 
appointing feature of the bank crisis was the 
demonstrated impotence of the Federal Re- 
serve System to retain control over the sit- 
uation. For nearly twenty years Americans 
have believed with implicit confidence that 
money panics in this country were things of 
the past, and that we should never experi- 
ence another. Nevertheless the money panic 
of February and March proved to be by far 
the most disastrous of our entire history. 

It seems clear in retrospect that the Fed- 
eral Reserve System with its twelve almost 
independent banks and districts is quite un- 
able to coordinate its forces and marshall 
its resources with a unity of purpose that 
is adequate to cope with our modern fluid 
eredit which may be shifted about in huge 
volumes by wire transfers at the behest of 
the treasurers of far-flung national corpora- 
tions. Perhaps a solution is to be sought in 
the formation of a Central Bank of the 
United States with the present Reserve 
Banks as branches. If that does not appear 
to be the wise solution then a better one 
must be found, for the dangers inherent in 
the present arrangement have been all too 
fully demonstrated. 

When the rewriting of the Federal Reserve 
Act is accomplished, it is to be hoped that 
there will be retained in it as a permanent 
feature the present emergency provision by 
which member banks may in exceptional 
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circumstances borrow from the Reserve 
Banks on the pledge of any assets that may 
be judged acceptable under the circum- 
stances. Such a provision enables any sol- 
vent bank to meet any demand. If its use is 
reserved for emergencies there is no reason 
why it should be subject to abuse. 


Amendments to Federal Reserve 

Two other possible modifications of the 
Federal Reserve Act deserve consideration. 
One would be a provision giving the Reserve 
System authority to increase or decrease the 
amounts of reserve deposits required of mem- 
ber banks. Such a provision, restricted to 
use in emergencies, would enable the sys- 
tem to check any sudden threat of credit in- 
flation. It would banish the fear that ef- 
forts made to stimulate a needed credit ex- 
pansion might result in starting an infla- 
tion that might get beyond control. 

The other modification would be one that 
would establish a required minimum rela- 
tionship between the amount of our monetary 
gold and the combined total of our Federal 
Reserve Notes and bank deposits. At the 
present time the required gold behind our 
Federal Reserve Notes is 40 per cent. How- 
ever most of the money that we actually use 
consists of bank deposits which we transfer 
by check, and behind these there is no di- 
rectly required gold reserve. Under this ar- 
rangement a temporary preference on the 
part of the public for currency instead of 
bank deposits threatens our whole monetary 
system with destruction, as recently hap- 
pened. The proposed change would establish 
our gold supply as the reserve behind both 
our currency and our bank deposits com- 
bined in one total, and would obviate most 
of the dangers resulting from currency 
hoarding. 


First Steps in Business Recovery 
An expansion of business activity is our 


most pressing national need. To attain it 
we must somehow secure the cooperation 
of three sets of agencies. The first of these 
is the business men to whom the country 
looks for courageous initiative. The busi- 
ness men in turn must receive the support 
of their banks, for purchases and payrolls 
are financed by bank loans. Business ex- 
pansion depends on credit extension. Fi- 
nally, the commercial banks must be support- 
ed by the Federal Reserve Banks, for liber- 
ality in the granting of federal credit is the 
essential prerequisite to the adoption of lib- 
eral credit policies by member banks. 
Probably in actual practice, and under 
existing circumstances, these three sets of 
factors must be set in operation in the re- 
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verse order. The national situation in Amer- 
ican business would be greatly clarified if 
we could have a declaration of policy by the 
Administration at Washington calling upon 
the Federal Reserve System and the Re- 
construction Finance Corporation to adopt 
liberal policies toward banks desiring to fi- 
nance business expansion, calling upon the 
banks to encourage business expansion, and 
finally calling upon business men to move 
forward with courage and initiative. 

Program for Banking Reform and Stability 

1. <A revised Glass bill should be enacted 
now, and the Federal Administration should 
create a commission to recommend after ma- 
ture deliberation the further changes that 
should be made in our banking system, in 
our Federal Reserve System, and in our 
monetary system. 

2. In order that banks generally may be- 
come members of the Federal Reserve Sys- 
tem the provisions of the Reserve Act should 
be so broadened as to allow for admission to 
membership of numerous state chartered 
commercial and mutual savings banks not 
now within the System. 

8. Provision should be devised against 
the independent proclamations of banking 
holidays by governors of states. 


Life insurance has met this test 
through a trying era and offers 
the record as a conclusive rea- 
son why all family providers 
should acquire such protection. 


Che Prudential 


Susurance Company of America 


Epwarp D. DuFFIieELpb, President 
Home Office: Newark, New Jersey 


4. Branch banking privileges should be 
uniform within states for all banks whether 
holding national charters or state charters. 
limitations should be de- 
vised to control the sudden shifting of large 
commercial deposits. 

6. Restraint on real estate speculation 
would probably prove to be a safeguard to 
American banking comparable to that which 
would result from a restriction of specula- 
tion in commodities or securities. 

7. A Federal Commission on banking leg- 
islation should consider regulation of inter- 
est payments on all classes of deposits, and 
of requirements that depositors should give 
notification of intention to withdraw time de- 
posits. 

8. Federal legislation should provide for 
the careful and rigorous regulation of the 
granting of loans by banks to their own 
officers and directors. 

9. As the general banking 
strengthened the postal savings 
should be progressively restricted. 

10. Deposits of public funds in banks 
should have the same status as private de- 
posits, and should not be accorded special 
and additional security. 


>. Reasonable 


system is 
system 


(Continued on page 487) 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 


purpose — the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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INCREASE PROFITS 
WITH MONEY SAVED 
BY USING... 


BURROUGHS TRUST 
MACHINES 


Trust officers today appreciate more than ever 
the profit resulting from savings effected by 
Burroughs Trust Machines. They appreciate 
today as never before the value of up-to-the- 


minute records, correct in every detail. 


Investigate today—when profit through savings 
is so important—the advantages of speed and 
accuracy in handling trust accounting at the 
lowest possible cost. Call the local Burroughs 
office—ask about Burroughs Trust Machines. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Burroughs 


ACCOUNTING SYSTEMS e ACCOUNTING MACHINES 
FOR ANY TRUST COMPANY FOR ANY TRUST SYSTEM 





PRESERVING THE GOLD STANDARD AND PERILS 
OF INFLATION 


EVIL RESULTS OF CURRENCY DEBASEMENT AND EFFECTS ON PRICES 


Cc. F. CHILDS 
President of C. F. Childs and Company, New York and Chicago 


(Epiror’s Nore: 


The latest action of President Roosevelt ordering an embargo on 


all gold exports, implying a suspension of the gold standard by this nation, and the growing 
demand for inflationary measures in Congress, launches the monetary and currency systems 


of the United States on to unchartered and uncertain seas. 


Mr. Childs, in current issues 


of the economic reviews issued by C. F. Childs and Company, discusses the dangers arising 
from debasement and tinkering with currencies as well as the punitive consequences of 
inflationary measures upon debtor obligations.) 


O seek escape from inevitable defaults 

and debt cancelation by adopting in- 

flationary schemes may end in an ulti: 
mate penalty which could be doubly destruc- 
tive. At present all visible tendencies are 
toward further deflation, not inflation. Losses 
respecting deposits in banks and defaulted 
investments constitute colossal deflation. The 
major reason for fearing inflation is its af- 
termath of inevitable deflation. Attempts to 
circumvent natural forces and economic in- 
fluences are never permanent solutions of 
social or financial perplexities. 


Debasement of Currency 

Tinkering with or cheapening currency 
never produced lasting benefits. The gold 
clause defining a high reserve ratio for our 
currency may or may not have a doubtful 
value. Because of the fall in commodity 
prices, the currency of many leading coun- 
tries is likely to depreciate in terms of gold. 
Theoretically, in the midst of present world 
conditions, commodity prices can only be 
lifted gradually while maintaining the pres- 
ent price of gold. That theory assumes that 
unless the price of gold is raised by debasing 
the currency, further deflation and bank- 
ruptcy may be inevitable. On the contrary, 
more purging now would be doubly beneficial 
to the country’s economy. At the present 
relative values of gold and commodities, many 
debts exceed the worth of the properties. 
Only the value of bonds should rise as de- 
flation continues. If deflation continues, 
standards of living based upon former in- 
flation must also be deflated, although to 
turn civilization completely backward would 


be like attempting to put a chicken back in 
its shell. International cooperation to in- 
crease prices by natural economic forces is 
needed to offset the tendency of prolonged 
and further deflation. However, that anti- 
dote of international cooperation to raise 
prices does not signify necessarily a cheap- 
ening of money of all countries by reducing 
the gold basis of the currency. If the United 
States cheapened its currency Europe would 
certainly benefit. 


Devaluation of Dollar and Prices 

In opposition to natural liquidation by de- 
flation in order to accomplish debt reduction, 
and in opposition to unnatural liquidation 
by ordinary inflation, there remains the 
method defined as debasement of currency. 
The operation might be called a financial 
finesse. To “devalue” the dollar as a stimu- 
lant for world recovery of prices would re- 
quire legislation, enacted overnight without 
warning. By reducing the 23.22 grains fine 
gold, defined as the present content of the 
dollar, 'to 15% grains, an ounce of fine gold 
now worth $20 2/3 would be worth $31. 

Such action to lighten the burden of in- 
debtedness, by reducing the gold content of 
the dollar, say, one-third, would make gold 
worth one-third more instantly. Without 
loss to the government, the possessors of 
gold would enjoy approximately one-third 
increase in wealth. The profit of over $1,- 
000,000,000 which would accrue overnight to 
the Federal reserve banks on their gold re- 
serves could be applied to national debt re- 
duction. Such a devaluation of the dollar, 
however, would not promptly reduce its pur- 
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chasing power. The debt burden would still 
have to wait for a rise in commodity prices. 
The chief beneficiaries would apparently be 
the holders of gold. Their profit would be 
instantaneous. If the automatic effect al- 
tered the rate of exchange, with respect to 
the British pound, from the present value 
of $38.40 to $5.10, the American exporter 
might obtain more benefits than the Ameri- 
can citizen in general could expect. 

The American exporter and the foreign 
buyer would share the benefit. American 
goods would become cheaper for foreigners 
to buy. However, any stimulation of exports 
would be temporary. As the currency be- 
came stabilized at a lower level and as 
prices and wages adjusted themselves to the 
new level, the exporting advantage would 
disappear. It would yanish because with 
any rise in domestic commodity prices, goods 
would not likely be sold for export at less 
than the cost of replacement. 

Therefore, instead of attempting devalua- 
tion for the sake of problematical public 
benefits which, according to the Midland 
Bank, London, might “drive another nail in 
the coffin of the gold standard,” why should 
not America stand on the present parity and 
standard of gold in which no other nation 
has a larger vested interest? The patriotic 
American who recently responded to the 
President’s call to deposit his gold might 
assert “a valid grievance on the ground of 
inequity” if his sacrifice became transformed 
into a profit to others. The British treated 
their citizens and banks alike when the value 
of gold was increased. 

Punitive Effects of Inflation 

Inflation would penalize every holder of 
life insurance policies, every depositor in 
savings banks, and every mortgage or bond 
holder and creditor, who have saved or lent 
high-rated dollars. Such people would have 
their wealth reduced automatically. The 
debtors, banks and corporations, and even 
the United States Government, would pay 
their obligations with cheaper dollars, having 
less purchasing power. Every foreign debt- 
or—political, corporate, and personal—would 
benefit by inflation of United States currency. 
In paying their obligations to Americans, 
foreign debtors would be able to profit and 
actually obtain the equivalent of debt re- 
duction when they acquire cheap dollars 
with which to liquidate their American debts. 

Moreover, if the United States depreciates 
its currency (devalues the dollar) to ob- 
tain an export trade advantage, and other 
nations similarly depreciate their currency 
in a competitive race, that suicidal opera- 
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tion might, in the last analysis, cause ex- 
ports to be virtually given away. Inflation, 
conceived to aid the borrower and unsuccess- 
ful speculator, now ealling for assistance, 
would transfer the damage, penalty and 
costs to the lender, the thrifty, and the con- 
servative public. 

A cheating, futile, unjust, socialistic per- 
formance! Unless schemes which tinker 
with currency values are abandoned which 
are intended to get “something for nothing” 
by political, heterodox methods of repudia- 
tion and confiscation, we may look back at 
1933 with more than mere regret. After 
paying the penalty, the whole diabolical op- 
eration would only make existing problems 
worse. Later, the operation would have to be 
reversed. The capitalistic system appears 
to be threatened by debtors unable to pay 
debts or unwilling to forfeit titles to prop- 
erty acquired with other people’s money. 

Precursor of Disaster 

Inflation has always been the precursor 
of subsequent disasters of immeasurable seri- 
financial Sacrificing the 
strong never raised the living standard of 
the weak. Foreign nations which resorted 
to inflation unleashed evil forces they could 
not harness or restrain. The experience of 
citizens of European countries which had in- 
flation thrust upon them during 1919 to 1925 
recalls vividly the ravages of that disease. 

Every nation which tried inflation as an 
easy way of extinguishing debts now regards 
inflation as a curse upon civilization. They 
learned their lesson. Having endured the 
disease once, they may be considered im- 
mune now. The antitoxins are still suffi- 
ciently effective and vivid ‘to prevent a re- 
currence of the disease in their countries. 
Nevertheless, the bodily health of the Am- 
erican monetary system has been so sound 
that the effect of the disease (inflation) to 
which the United States is being exposed 
would conceivably be more ravaging than it 
was in Europe. To disturb the monetary 
standard of America with an affliction of 
inflation would likely produce the collapse of 
the gold standard in all other countries, and 
that assuredly would lead to more inter- 
national economic chaos. 

The United States dollar has held suprem- 
acy among all the monetary systems on 
earth. Why experiment with its recognized 
value in the interest of any other weakness 
in the economie or financial structure of our 
body politic? Stabilization of currency, both 
at home and abroad should be the objective. 
not further currency demoralization which 
surely would result from currency inflation. 


ousness or chaos, 





WHAT IS HAPPENING TO MUNICIPAL CREDIT AND 
SECURITIES? 


URGENT NEED OF PROTECTIVE MEASURES BY TAXING AUTHORITIES 
TO STEM THE TIDE OF DEFAULTS 


CARL P. DENNETT 
Massachusetts Chairman of the National Economy League 


(Epiror’s Note: The necessity of arousing strong public sentiment to compel taxing 
authorities of states and local governments to enforce economies similar to those applied by 
the new Roosevelt administration in federal government, is brought home by facts and figures 
in the following article. Statistics as to drastic reduction of national income in the face of 
rapidly mounting indebledness and expenditures for conduct of governments, is nothing less 


than startling. 


The subject is of prime interest to banks as holders of municipal securities 


and especially to corporate fiduciaries because of the substantial proportion of estate and 
frust funds consisting of municipal bonds.) 


HE record of municipal bonds as the 
medium of investment in the 

United States, only to United 
States Government Was apparently 
miintained until recently. The real test, 
however, lies immediately ahead and the sit- 
uation throughout the country is distinctly 
disturbing. Defaults have occurred recently 
in Akron, Lorain, and Montgomery County, 
Ohio; in Flint and Pontiae, Michigan, and 
Raleigh, North Carolina. In the State of 
North Carolina alone, according to The Bond 
Buyer, there are now 40 out of 100 counties, 
and 125 cities and towns in default. 


safest 
second 
bonds, 


I have recently examined a list of 571 po- 
litical subdivisions in the United States— 
that is, cities, counties and districts—that 
have been in default at some time during re- 
cent years. Of these 110 were in Florida, 98 
in North Carolina, 22 in Texas, 19 in Wash- 
ington, 17 in Kentucky, 18 in Oregon, 23 in 
California, 14 in New Jersey and 15 in Ten- 
nessee. This list has since increased to over 
700. 


Only by application of emergency measures 
can many local governments solve the fiscal 
difficulties confronting them. State govern- 
ments are in several instances faced with 
revenue and expenditure problems _ diffi- 
cult of solution. For many years munici- 
palities have been increasing their bonded 
indebtedness and expenditures at a rate en- 
tirely out of proportion to the increase in 
wealth, population, or income. The expenses 
of the Federal Government sap the resources 
of the citizens, also, and the situation must 


be considered first as a whole. The figures 
I shall use are obtained from the Statistical 
Abstract of the United States, compiled by 
the Department of Commerce, from the “Cost 
of Government of the United States” pub- 
lished by the National Industrial Conference, 
or other reliable sources, 


Income Tax Collections and Government 
Debts 

The total income of all classes in 1923 was 
$71.500,000,000. 

The total tax collections in 192: 
to &$7,234,000,000. 

The total income of all classes in 1930 was 
$71.000,000,000. 

The total tax collections in 1930 amounted 
to $10.266,000,000. 

In these seven post-war years the annual 
tax collections increased $3,000,000,000, while 
the national income actually decreased $500,- 
000,000. 

The cost of government has now increased 
to over $15,000,000,000 annually, while the 
national income has now shrunk to $40,000,- 
000,000. From 1918 to 1929 total government 
expenditures increased 347 per cent. Of the 
total expenditures for 1920— 

$1,990.000,000 were state: 
$3.932,000,000 were federal; 
$7,126,000,000 were local. 

The total governmental indebtedness _ to- 
day exceeds $35,000,000,000. 

For many years there has been a constant 
increase in the amount of state and local 
indebtedness. During the brief period 1922 
to 1929 the combined state and local debt 


amounted 
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increased from $7,153,600,000 to $13,450,000,- 
000—or 88 per cent. This debt has since 
increased to $15,586,000,000—or over 100 per 
cent. Meanwhile, state and local expendi- 
tures increased from $6,040,000,000 in 1923 
to $9,100,000,000 in 1929—or more than 50 
per cent. If we go back to 1913 we find that 
these annual expenditures amounted to only 
$2,227,000,000, so that the increased cost 
since 1913 is over 300 per cent. 

We have, therefore, a federal debt that 
has increased some $4,500,000,000 in the past 
two years and eight months; a state and lo- 
-al debt that has increased over $8,000,000,- 
000 from 1922 to 1932; and annual total gov- 
ernmental expenditures that have increased 
over $5,000,000,000 since 1923, of which more 
than $3,000,000,000 has been due to increased 
state and local expenditures. Coupled with 
this situation we have a very drastic de- 
cline in national income, amounting to $31,- 
000,000,000. The reduction in national in- 
come is emphasized by the tremendous re- 
duction in federal income taxes, which have 
dropped from about $2,400,000,000 for the fis- 
eal year ended June 30, 1930 to $1,057,000,000 
for the fiscal year ended June 30, 1932. 


Growing Burdens of Taxation 

In the State of Massachusetts (the record 
of which is probably somewhat better than 
that of most states) the revenue from the 
income tax fell from $31,400,000 in 1930 to 
$17,000,000 in 1932: and it is estimated by 
Tax Commissioner Long at $12.000,000 for 
1933. Tax Commissioner Long recently 
stated before the Massachusetts assessors 
that if conditions (of reduced income) con- 
tinued, local government would break down. 
He called attention to conditions where taxes 
were now paid out of capital because of 
no income. 

While municipalities have had two years 
or more warning as to these approaching dif- 
ficulties, and it has been well known that 
incomes, values and earning power had been 
drastically reduced, there has been little or 
no effort upon the part of public officials to 
prepare for the situation or even to meet it 
squarely when it was imminent. 

The situation is now further complicated 
by the necessity for large expenditures for 
unemployment relief at a time when the mu- 
nicipalities can least afford to spend the 
money. 

It is obviously impossible to further in- 
erease the burdens of taxation upon real es- 
tate at a time when thousands of home own- 
ers and farmers are unable to pay taxes or 
to meet the payments upon their mortgages. 
It is only through the cooperation of the 
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savings banks, the building and loan associ- 
ations, the cooperative banks, and through 
forbearance and special concessions upon the 
part of tax collectors, that thousands of 
foreclosures are being avoided now. Any 
general movement to foreclose mortgages or 
to force the sale of properties under present 
conditions will only further depreciate real 
estate values and thus reduce the security 
held under other mortgages. Business prop- 
erties and apartment houses are contending 
with vacancies, reduced rentals, and depre- 
ciation in values, No market exists for 
homes or for business properties at any fair 
values. 

Harvey S. Chase, C. P. A., of the National 
Economy League in Massachusetts, has pre- 
pared a detailed comparative study of the 
expenditures of every city and town in Mas- 
sachusetts, also of the State of Massachu- 
setts, which shows the increase in depart- 
mental expenditures over a period of years. 
Some of these increases are startling and 
point out clearly where economies should be 
made. All cities and towns combined in 
Massachusetts show 217 per cent increase in 
cost of maintenance and operation for 1930 
over 1918. In addition to this capital out- 
lays increased from $27,900,000 in 1913 to 
$67,800,000 in 1930, or 142 per cent. Mean- 
while the population increased only 26.2 per 
cent. 


Closer Scrutiny by Investors 


Never before have municipal securities 
been subjected to the close scrutiny and 
analysis that now prevail. Intelligent in- 
vestors and institutions are demanding not 
only the usual complete information as to as- 
sessed valuation and debts, but are also in- 
sisting upon information as to the over-all 
debt, the percentage of state, county and 
district debts that apply to any given city 
or town, They demand full information on 
a comparative basis regarding tax ecollec- 
tions. They must know how the collections 
are coming in, how much is uncollected for 
previous years, and for the current year. 
Bankers and other purchasers of municipal 
securities will be more discriminating in 1933 
in their purchases of municipals than ever 
before, and it is gong to be difficult, if not 
impossible, to sell securities of municipalities 
that have not made drastie reductions sufii- 
cient to meet present conditions and insure 
prompt payments of current bills and service 
upon their outstanding bonds and notes. 


Tax anticipation notes met with consider- 
able sales resistance last spring and summer. 
In some instances they could not be sold to 
the public at all. This difficulty will be 
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greatly accentuated this year for municipali- 
ties that have failed to make economies. In- 
dividuals, life insurance companies and other 
institutions are not willing to lend money to 
municipalities on tax anticipation notes un- 
less it is perfectly clear that sufficient taxes 
can and will be collected to meet the payment 
of these notes at maturity. and meanwhile 
to provide for the necessary operating ex- 
penses. It is beyond the capacity of local 
banks to provide the money for such loans 
unless they can redistribute these loans to 
the public. 

Under these conditions there is only one 
possible solution—that is, to reduce munici- 
pal expenditures to conform to income. In 
making these reductions it is necessary, 
among other things, to reduce the pay of 
public employees. This is not an agreeable 
task. but it is inevitable. In cases where 
public employees have not already had their 
salaries and wages reduced, they are enjoy- 
ing a substantially increased purchasing 
power over that of 1928. Before reducing 
the salaries of federal employees the Presi- 
dent of the United States caused a study of 
this matter to be made and found that the 
cost of living had been reduced 21 per cent. 


He therefore reduced the pay of federal em- 
ployees not exceeding 15 per cent. From 
these figures it is clear that a public em- 
ployee whose salary or wages have not been 
reduced, is now enjoying a purchasing power 
21 per cent greater than he enjoyed in 1928— 
and this at a time when the purchasing pow- 
er of all others has been substantially re- 
duced. 


Problem of Adjusting Public Expenditure 
to Income 

There can be no doubt about the enormous 
reduction that has taken place in the income 
of others. It is adequately proved by the re- 
duction of over 60 per cent in the revenue 
derived from federal income taxes, and by 
the figures from the Tax Commissioner’s Of- 
fice of the State of Massachusetts, which 
show that the revenue from income taxes in 
that state was reduced from $32.000.000 in 
1930 to $17,000.000 in 1932. and is estimated 
at not over $12.000.000 for 1933. 

The argument has been advanced that re- 
ducing the salaries and wages of public em- 
ployees reduced the purchasing power of the 
community, but of course this is not true, 
because the money that is saved in govern- 
méntal costs, either through salary reduc- 
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tions or for other reasons, operates to reduce 
the taxes of the great mass of the people, 
and thereby increases their purchasing pow- 
er; so that there is no diminution of pur- 
chasing power through the reduction of sal- 
aries and wages of public employees. The 
public employees, themselves, could not rea- 
sonably expect to be the only class in the 
United States that would be exempt from 
the effects of the depression. 

Federal and municipal expenditures must 
be reduced to an amount commensurate with 
the ability of the people to pay without con- 
fiscation of capital, destruction of business, 
or socialistic experiments. 


National Income and Farm Debts 

While I have used $40,000,000,000 as the 
present estimate of national income, recent 
estimates by an eminent authority place the 
present national income at $37,500,000,000. 
It was $34,000,000,000 in 1913 and it is ex- 
tremely doubtful whether it is any larger 
now. If the maximum figure is taken we are 
spending 37% per cent of the entire national 
income for the cost of government. If the 
1918 figure is correct, then the cost of gov- 
ernment is consuming 438 per cent of the na- 
tional income. The cost of government has 
become a devastating monster reaching its 
tentacles into every home, farm and business 
in the land, destroying the substance of the 
people. No lasting prosperity can come to 
this country so long as one-third of the na- 
tional income is consumed for cost of gov- 
ernment, and while the average citizen must 
work 136 days per year to pay his share of 
governmental expenditures, 

About 2,500,000 farms (or 40 per cent of 
the total number) are mortgaged for more 
than $9,000.000,000. The average mortgage 
is about $3,600. Individuals hold about 
$3,000,000,000 of these mortgages, insurance 
companies about $2,000,000,000, and Federal 
and Joint Stock Land Banks about $2,000,- 
000,000. This means that the people have 
directly or through institutions about $7,000,- 


000.000 of investments in farm mortgages. 
Many millions of these mortgages are al- 


ready in default and the condition is grow- 
ing worse daily. Millions of farmers are 
unable to pay their taxes. This has a direct 
bearing upon municipal securities, especially 
in the south and west. 


Preventing Collapse of Municipal Credit 

We already have the spectacle of large 
and important cities, as well as smaller mu- 
nicipalities, unable to collect sufficient in- 
come to pay their school teachers, firemen, 
policemen and other employees for weeks 
and months at a time. All over this country 
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we have the condition of public expenditures 
entirely beyond the capacity of the people 
to pay, and defaults upon municipal securi- 
ties are increasing. Prudent investors and 
institutions are disposing of bonds of muni- 
cipalities where expenditures are excessive 
or tax collections lagging unduly. Many 
such municipal bonds are selling at discounts 
of 10 to 30 per cent. 

Experienced tax officials, including Com- 
missioner Long of Massachusetts and the As- 
sociation of State Tax Officials of New Eng- 
land, have warned of the possibility of a col- 
lapse of local government. 

Many of our public officials make plausible 
excuses and explanations as to their inabil- 
ity to reduce expenses; but in every instance 
where they have been compelled to do it by 
lack of funds to pay expenses, and by the re- 
fusal of the public and the banks to lend 
money, reductions have immedi- 
made. New York, Detroit and 
recent examples of enormous 
reductions in budget requirements under 
these conditions. Never before have’ the 
investing public and banks exercised the care 
that now prevails in scrutinizing the finan- 
cial conditions of the municipalities. No 
money will be available for municipalities 
that fail to promptly regulate expenditures 
to income and keep taxation within the abil- 
ity of the people to pay. 


them more 
ately been 
Chicago are 


Any general collapse in municipal credit 
in this country will strike, through the sav- 
ings banks and insurance companies, direct- 
ly at the savings and the protection against 
old age and death of the great mass of 
citizens of the United States. It would be 
felt in practically every home in America. 
The basic protection of municipal securities 
lies in having the cost of government in the 
United States brought within the ability of 
the people to pay. In 2 other way can mu- 
nicipal credit be preserved or municipal se- 
curities remain a safe medium of investment. 


i? 2, 7 
~~ “ Ld 


LET’S GO! 


“President Roosevelt has done his part, 
now you do something. Buy something, any- 
where. Paint your kitchen. Send a tele- 
gram. Give a party. Get a car. Pay a 
bill. Rent a flat. Fix your roof. Get a 
haircut. See a show. Build a house. Take 
a trip. Sing a song. Get married. It doesn’t 


matter what you do, only get going and keep 
going. This old world is starting to move.” 
—A bulletin for employees, recently issued 
by a large New Jersey corporation. 
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This FINE old New England Banking 
Institution founded in 1885 selects YORK 
Vault equipment for its splendid new build- 
ing. It is one of the most extensive vault 
installations in New England, comprising 
three heavy main entrances with provision 
for upwards of 8,000 
safe deposit boxes. 
Your bank, too, can 


enjoy this same skill 


and experience invault 
It is worthy of note 


construction which dhs couth ene 


we 2 


has made the name of embodying the most 


modern developments 


YORK preeminent 


and refinements can 
be purchased at this 


time at very advan- 


throughout the world. 


We invite you to con- 
tageous prices. We sug- 


sult with us regarding : 
gest you write us for 
your requirements. further details. 


Thomas M. James Co. A. E. Stephens Co. 
Boston, Mass. Springfield, Mass. 


Architects and Engineers Contractors and Builders 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA e@ 


MANUFACTURERS AND BUILDERS OF TH WORLD’S GREATEST VAULTS 
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SEVENTY YEARS IN BUSINESS 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


SUMMARY OF 1932 STATEMENT 


AT the close of business De- 
cember 31, 1932, the Company showed total admitted 
assets of $639,455,691-51, an increase of $18,177,558.42 
over the previous year. 

After providing for all known liabilities, including 
legal policy reserve of $529,438,050.00 the Company 
increased its special Contingency Reserve for Adjust- 
ments to $13,500,000, and its General Surplus or Safety 
Fund to $44,070,619.91, making a total Emergency Fund 
of $57,570,619.91. 

During 1932 the Company paid to its policyholders 
and beneficiaries $105,329,161. Total payments to policy- 
holders since organization amount to $874,634,682. 

The Company continues its dividends to policy- 
holders during 1933 on the same scale as for 1932, setting 
aside for this purpose a Reserve of $20,302,419. 

New Insurance Paid-for in 1932 amounted to 
$560,267,147. Insurance in Force at the end of the 


year $3,456,578,156. 


J ohn Hancock Please send me your booklet covering 
personal insurance problems. 


Inquiry Bureau 


197 Clarendon St. 


Boston, Mass. 
T.C.M. 4-33 





CEGUAAUUAGAAAGGEACCUCOCHCCOCEUCUECUTUGTAUECET CACC e etter 


THE PROBLEM OF ADMINISTERING TRUSTS 
IN SMALLER COMMUNITIES 


FACTORS OF DIVERSIFICATION AND MANAGEMENT 
OF SMALL TRUSTS 


CLINTON DAVIDSON 
Vice-president, Fiduciary Counsel, Inc., New York City 


(Epiror’s Norte: 


Recent experience has directed attention more keenly to the prob- 


lems of handling and developing trust business in smaller communities where this type 
of business is necessarily limited. Likewise, trust administration in larger cities is also 
confronted with questions of profitably handling a large number of small trusts, especially 
Mr. Davidson discusses these problems and volun- 


where assels have dwindled in value. 
teers some suggestions of interest.) 


NE OF the most important problems 

affecting the future of trust busi- 

ness is that which relates to the ef- 
ficient or profitable handling of small trusts 
and especially where trust companies are 
located in smaller communities where po- 
tential or prospective business of this char- 
acter is limited in volume. ‘The report of 
the Comptroller of Currency, based on con- 
dition of national banks as of June 30, 1932, 
states that at that date, national banks 
were administering 94,135 individual trusts. 
Inasmuch as authentic or official figures are 
not available covering trusts administered 
by all state institutions, the report furnished 
as to trust departments of national banks, 
will be used in this article as a basis for 
analysis and discussion. 

Of the 94,135 individual trusts reported 
by national banks, about one-half (438,012) 
were administered by national banks having 
capital of $500,000 or The average 
size of each such trust was only $17,695. 
National banks, having capital of $200,000 
or under, were administering 21,796 trusts, 
averaging only $10,832 each. 


less. 


Questions of Diversity, Safety and Earnings 

The question has been asked, “How can 
these trust departments secure diversity and 
safety of principal, as well as adequate in- 
come, for an estate of $10,832 or, for that 
matter. for an estate of $17,695?’ I am told 
that formerly it was customary, in estates 
of $10,000 or less, to confine the investments 
to mortgages, but that, due to the absence 
of liquidity and to the recent unsatisfactory 
experience in mortgages, trust managers are 


loath to continue limiting the investments - 
in this respect. It must be recognized that 
it is hardly possible to secure sufficient di- 
versity by investing $10,000 in bonds in the 
belief that such diversification will result in 
satisfactory safety of principal and adequate 
income. 

The 43,012 trusts, with an average prin- 
cipal of $17,695, administered by national 
banks having capital of $500,000 or less 
(representing 86.5 per cent of all national 
banks administering trusts) produced aver- 
age gross fees for the banks of $74.62 per 
trust, per year. After a total of $100,384 has 
been spent for trust advertising, after the 
salaries of the capable trust officers required 
to interview the settlors and beneficiaries of 
these 45,012 trusts have been paid, and after 
the cost of corresponding with them and such 
other expenses as rent, light, and safe-keep- 
ing have been taken care of, the question has 
been asked, “What is left out of the $74.62 
gross fees per year per trust to employ ex- 
pert statistical and investment advice?” 

The answer in too many cases has been 
that these trusts received practically no 
adequate investment supervision. A friend 
of mine, who is in charge of the security 
division of his bank, was requested by the 
bank, at the time it contemplated establish- 
ing a trust department, to make a survey of 
what was being done by the smaller banks 
of his state to provide proper investment 
supervision for their trusts. Although this 
man lived in a comparatively small town, 
several of his classmates had become pro- 
minent and efficient bankers in New York 
City and he had maintained an active con- 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST co 


SCINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


tact with them. He, therefore, realized the 
importance of continuous investment super- 
vision, and he told me that he was amazed 
to find that the trust departments of quite a 
few of these small institutions gave the se- 
curities in their care practically little or no 
investment supervision. He said that when 
securities were received at the time trusts 
were established, there were often no men in 
these institutions who could qualify as in- 
vestment experts to analyze them propertly, 
and that, after receiving these securities, 
they were merely held and were not even 
reviewed periodically. These institutions 
were not national banks but state institu- 
tions. 


More Rigid Examination and Supervision 

Quite a few of the men having important 
fiduciary responsibility, in various sections 
of the country, have told me that the situ- 
ation just outlined is the greatest problem 
confronting trust business at the moment. 
We have reason to believe that the same 
opinion exists in official Washington at the 
moment. In the chapter on banking and 
speculation in Mr. Roosevelt's book, entitled 
“Looking Forward” our President has spoken 
rather bluntly as follows: “The events of the 
past three years prove that the supervision 
of national banks for the protection of de- 
positors has been ineffective. I propose much 
more rigid supervision.” We believe that 
more effective supervision over the invest- 
ments-management of the trust departments 
of these banks is being actively considered. 


Organization Must Be “‘Trustee-Minded”’ 
To bring out this situation more forcefully 
I may use an illustration from our own busi- 


ness experience. In organizing our company 
to furnish investment advice and supervision 
only, we followed the idea of the New Eng- 
land banker, who said that every bank of- 
ficer should be trustee-minded. Believing 
that everyone connected with or in the em- 


ploy of an investment counsel organization 
should be trustee-minded, we selected the 
name “Fiduciary Counsel, Inc.” so that every 
employee would be constantly reminded that 
we are trustees for our clients and that in 
every case and under all circumstances, the 
client’s interest must come first. We felt 
that there was a need for specialized and 
concentrated investment analysis, judgment. 
and application, which was not 
the handling of the thousands of small es- 
tates (producing trust average annual 
gross of $74.62 as in the case previously 
mentioned) but which was possible in su- 
pervising a few large estates, provided the 
total funds were large enough to produce 
sufficient fees. 

At present we are supervising funds aggre- 
gating over two hundred million dollars for 
thirty clients. The total assets in the 21.- 
796 trusts being administered by the 1,129 
national banks, which include all of the na- 
tional banks having capital of $200,000 or 
less, aggregate $236,092,716. The funds we 
are supervising for our thirty clients are 
practically as large as the trust departments 
of 1,129 national banks. I am not mention- 
ing this boastfully, but rather because I am 
trying to give emphasis, in as effective a 
manner as possible, to the fact that it must 
be extremely difficult for these institutions 
to produce satisfactory results for small es- 
tates from such small trust fees, namely 
$74.62 per trust. 


possible in 


fees 


Some Suggested Solutions 

Several remedies have been suggested, es- 
pecially covering small corporate trustees: 
1. Bring all of the commercial banks of the 
country into one system—the Federal Re- 
serve System—under national supervision. 
Separate corporate trusteeship from every 
other form of banking and limit it to state 
institutions. Also, permit limited branch 
banking and limited branch corporate trus- 
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teeship. The larger corporate fiduciaries 
might then take over the trust business now 
being handled by the small banks in the 
small communities. Some plan might pos- 
sibly be worked out whereby these small 
banks could continue as receiving stations 
or conduits for new trust business to be 
handled by the larger trust institutions. 

2. Separate mutual composite trust funds 
for each state might be organized, whereby 
snall corporate trustees could purchase units 
for their small trust estates from the com- 
posite fund operating in their states. The 
units of such a fund would be available to 
trust estates of all trust companies in that 
state and would be so limited. The fund 
would be managed jointly by the institutions 
purchasing interests init. Such a fund could 
afford to employ outside investment counsel 
if desired. 


Creating Composite Trust Funds 

The larger trust companies, in properly 
managing their small trusts, should be en- 
couraged to give careful consideration to the 
formation of their own Composite Trust 
Funds. similar to those used by the City 
Bank Farmers Trust Company, the Guar- 
anty Trust Company, the Brooklyn Trust 
Company, all of New York, the Equitable 
Trust Company of Wilmington, Del., and 
others, so as to provide proper diversifica- 
tion, safety and adequate earnings. 

The investment officer of a trust company, 
noted for its large units of trust business, 
stated that they did not have the small 
trust problem because they did not advertise 
or solicit and, therefore, they had no hesi- 
tancy in refusing to accept small trusts. I 
still believe. however, that some wealthy 
men, in naming this institution as executor 
and trustee, have provided small trusts for 
the benefit of an aunt, or to maintain a 
cemetery plot, or to assist a museum, library 
or college. Furthermore, I believe that every 
corporate trustee has many trusts under 
$50,000, resulting from the breaking up of 
larger trusts, for which it is having con- 
siderable difficulty to secure sufficient di- 
versification, proper safety, and adequate 
income. I also believe that their problems 
in this respect could be materially reduced 
through the use of Composite Trust Funds. 


Combining Small Accounts into Units 


small trusts, averaging 
$10,000 each, are combined into one fund 
of a million dollars, it is much easier, we 
believe, to secure satisfactory results through 
the management of this fund than it is 
through the management of the one hundred 


If one hundred 
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70 LARGEST BANKS” 


Trust Department 


In a commanding posi- 
tion to handle corporate 
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service in the Northwest. 
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National Bank. 
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separate funds. The desirable results that 
may be secured through the supervision of 
large units under single management are il- 
lustrated by our own experience. For ex- 
ample, the minimum account we accept for 
investment supervision is $500,000 and our 
average account at present exceeds $6,000,- 
000. The method by which these accounts 
have been handled is explained in a bulletin, 
“Keeping Fortunes Intact’ which shows in 
detail results obtained. It explains how ac- 
counts received January 1, 1932 had higher 
aggregate market values at the close of the 
year than they did at the beginning, even 
though two-thirds of the principal consisted 
of common stocks at the time they came 
under our supervision. 

One account (mentioned in the bulletin) 
of more than six million dollars, consisting 
largely of common stocks, which was _ re- 
ceived in September 1931, showed a deprecia- 
tion of only 4.26 per cent between September 
19, 1931 and June 10, 1932 (practically the 
bottom of the market) although the Dow- 
Jones Industrial Stocks Averages declined 
56 per cent. Between September 19, 1931 and 
September 3, 1932, there was an actual in- 
crease of 6.21 per cent although the Dow- 
Jones Industrial Stock Averages declined 30 
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When 


individuals move from 


corporations and 


your city to the Newark 
territory, give them a 
letter of introduction to 
New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


« Member Federal Reserve System « 


NEWARK, NEW JERSEY 





This was possible because the 
(thirty) aggre- 


per cent. 
smaller number of accounts 


gating such a large total (over two hun- 
dred million dollars) permitted the most 


intensive supervision and also permitted the 
employment of men of exceptionally valu- 
able experience and judgment, instead of 
mere statistical clerks. In like manner, sim- 
ilar or proportionate advantages can be se- 
cured by combining the many small trusts 
into one fund for investment management. 

We believe that the real answer to the 
problem of handling the small trusts is that 
of a composite trust fund. We also believe 
that many of the larger and medium sized 
institutions would have followed the lead 
of the larger ones, previously mentioned, 
in forming their own composite funds but 
for the fact that they believed the deflation 
had not been completed and that a fund or- 
ganized a year or two ago would have had to 
face depreciation in the value of its units. 
These same men have recently, however, ar- 
rived at the conclusion that deflation cannot 
go much further and that the present is an 
excellent time to organize such a fund. We 
agree with them in this conclusion. 

I believe that the time is now at hand 
when hundreds of medium sized trust com- 





panies, as well as the larger ones, will adopt 
composite trust funds of their own, as the 
most efficient and economical instrument for 
the management of their small trust estates. 
It is also my belief that a large proportion 
of these institutions will seek independent 
investment counsel, especially organized and 
equipped to secure the best results for large 
funds. 


THE “POOR LITTLE RICH GIRL” 
Surrogate James A. Delahanty of New 
York was recently called upon to rule upon 
an application to permit a monthly income 
of $3,000 for the seven-year-old Lucy Cotton 


Thomas, daughter of Mrs. Lucy Cotton 
Thomas and the late Edward R. Thomas, 


who was at one time publisher of the Morn- 
ing Telegraph. Mrs. Thomas and the Irving 
Trust Company are guardians of the child, 
which is the beneficiary of a trust fund es- 
tablished by her grandfather, General Sam- 
uel A. Thomas, a southern railroad man. 
Mrs. Thomas, who received $1,099,000 from 
the Thomas estate, stated that her own in- 
come had been so diminished as to be able 
to contribute little toward her daughter’s 
support. 
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The Preparation of 
WILLS AND TRUSTS 


¢ SECOND EDITION e 
By 
DANIEL S. REMSEN 


R. H. BURTON-SMITH GERARD T. REMSEN 
of the New York Bar 


A Work of Preventive Jurisprudence 
designed to cause 


Wills and Trusts to be Rightly Written 


and so 


Avoid Litigation — Provide Adequate Administration 


Preserve Estates — Protect Beneficiaries 
Defend and Fulfil the Plans of the Maker 


CONTENTS 

Part I. A review of the substantive law of wills and trusts. 

Part II. A thorough analysis of the craftsmanship of building safe and 
sound dispositive and administrative clauses for Wills, Testa- 
mentary Trusts, Living Trusts, Charitable Trusts and Insurance 
Trusts (unfunded, funded and business). 

Part III. Plans and extracts from masterpieces of testamentary and 
living trusts. 


In one large volume. Over 1300 pages. Price $20.00 net. 
NOTE—The First Edition (1907) has been in constant 


demand and generously commended for its usefulness. 
A new and enlarged edition is now presented. 


TRUST COMPANIES Magazine, Book Department 
Two Rector Street, New York 


Gentlemen: Enclosed please find $20.00 (check or money order), for which kindly send me 
copy of the new edition on ‘“THE PREPARATION OF WILLS AND Trusts,” by Daniel S. Remsen, 


Make check or draft payabie to TRUST COMPANIES Publishing Association, 
Two Rector Street, New York 
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One of the oldest Trust Companies in the United States 


SOME DISADVANTAGES AND DANGERS 


OF JOINT TENANCY 

While joint tenancy, whereby an interest 
in property is held jointly by two or more 
persons enjoying equal rights during life- 
time, has the advantage of eliminating pro- 
bate proceedings, there are other disadvan- 
tages and positive dangers which far out- 
weigh that one advantage. These pitfalls 
are clearly and concisely set forth in a book- 
let on “Joint Tenancy” recently issued and 
distributed by the trust department of the 
Security-First National Bank of Los Angeles. 
Among the disadvantages cited are the fol- 
lowing: special court proceedings are re- 
quired for real properly; property owners 
are deprived of right to dispose of interest 
by will: property is rendered liable for debts 
of all joint tenants; multiple control is sub- 
stituted for single control; joint tenancy may 
increase inheritance taxes; and prevent the 
establishment of trusts under wills. 

One great danger pointed out in this trea- 
tise is described follows: “Any joint 
tenant may convey his or her undivided in- 
terest in the joint property to a third per- 
son, without the consent or knowledge of the 
other joint tenant or tenants. This results 


as 


Fiduciary Service 
in New York State 


With nearly three-quarters of a cen- 


tury of continuous fiduciary experi- 
ence in New York State, we are glad 
to extend to banks and trust com- 
panies in other states full co-opera- 
tion in the handling of estate and 
trust problems of their clients re- 
quiring special attention in thisstate. 


Nothing To 
Sell But Service 


28 Offices in 
Greater New York 


in destruction of the joint tenancy and the 
creation of a tenancy in common between 
the purchaser and the remaining co-owner 
or co-owners of the property. Upon the death 
of a tenant in common, his interest will not 
pass to the survivor or survivors, but will 
go to his heirs or legatees. It is therefore 
often possible for a joint tenant by this 
means to destroy the joint tenancy and de- 
feat the right of survivorship without the 
knowledge of the other co-owner or co- 
owners. 

“Persons using joint tenancy should keep 
in mind that most of the disadvantages and 
dangers arise during the lifetime of the joint 
tenants. The one possible advantage occurs 
only at the death of one of the joint tenants. 
Hence, there is often a long period of time, 
possibly many years, in which the possible 
dangers may become real ones and outweigh 
the advantage of avoiding probate proceed- 


ings.” 


The United States postal savings system 
gained $437.403,753 in the fiscal year ended 
June 30, 1932. The number of depositors 
leaped ahead 774,331, practically doubling 
those already enrolled. 





TUGUUGTHGCGCHOTittttNttOON 


FACILITATING MERGER OR CONSOLIDATION OF TRUST 
DEPARTMENTS 


AVOIDING WASTEFUL OPERATION AND COMPETITION 


A. L. GRUTZE 
Vice-president and Trust Officer of Title and Trust Company, Portland, Oregon 


(Epiror’s Note: Economy and efficiency of operation are henceforth the watchwords 
of trust department progress. This depression has taught many banks and trust companies, 
especially in smaller communities, where the market for trust service is definitely limited, 
the advisability of uniting and merging their trust departments. To accomplish such economies 
it is necessary to place sound laws on the statute books, similar to those enacted in Oregon, 
authorizing conversion, consolidation or sale of trust departments and whereby the recording 
of the certificate of merger carries with it the powers of successor trusteeships.) 


REGON is supposed to be a pioneer 

state and Oregon is, as we are still 

pioneering but not with Indians. It 
seems that we still have to pioneer with mod- 
ern legislation. The “Direct Primary” and 
the “Initiative and Referendum” originated 
in Oregon. We have been a “proving ground” 
for new laws, so to speak, but our endeavors 
have not been restricted to the political field. 
It is in Oregon that the “Uniform Principal 
and Income Act’ was first introduced into 
any legislature and it was enacted into our 
laws two years ago. 

Amendments to the Oregon banking and 
trust company laws were also enacted pro- 
viding for the conversion, consolidation or 
sale of departments of one bank or trust 
company with or to another bank or trust 
company. The amendments first provided 
for such contingencies between national 
banks and state banks or trust companies 
and upon completion of the mergers to the 
satisfaction of the State Superintendent of 
Banks there shall be issued a certificate set- 
ting forth the merger or sale. Upon the 
recording of the certificate in the County 
Records the merger is completed so far as 
the statutory requirements are concerned. 


Oregon Statute Authorizing Merger of 
Trust Departments 


A general covering section was also added 
which is as follows: 

“At the time when a conversion, consolida- 
tion or sale becomes effective, as provided in 
sections 22, 23, 24, 25, 26 and 40 of this act, 
the purchasing corporation or the corpora- 
tion resulting from such conversion or con- 


solidation shall ipso facto and by operation 
of law and without further transfer, substi- 
tution, act or deed and in all courts and 
places be deemed and held to have succeeded 
and shall become subrogated and shall suc- 
ceed to all the rights, obligations and rela- 
tions of the former or selling corporation to 
or in respect to any person, estate, creditor, 
depositor, trustee or beneficiary of any trust 
and in respect to any executorship, trustee- 
ship or other trust or fiduciary relation and 
such rights, obligations and relations shall 
remain unencumbered. 


“The successor or purchasing corporation 
shall perform each and every such trust or 
relation in the same manner as if such suc- 
cessor or purchasing corporation had itself 
expressly assumed the trust or relation, in- 
cluding the obligations and liabilities con- 
nected therewith. If the former or selling 
corporation is acting in any fiduciary ca- 
pacity under court order in respect to any 
estate or trust which is being administered 
under the laws of this state, such relation 
and all rights, privileges, duties and obliga- 
tions connected therewith shall remain wun- 
impaired and shall continue into and in said 
successor or purchasing corporation from 
and as of the time of taking effect of such 
sale, conversion or consolidation, irrespective 
of the date when any such relation may have 
been created or established, and irrespective 
of the date of any trust agreement relating 
thereto or the date of the death of any tes- 
tator or decedent whose estate is being ad- 
ministered. 


“The successor or purchasing corporation 
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shall succeed to and be entitled to take and 
execute and receive the appointment of all 
executorships, trusteeships, guardianships 
and other fiduciary capacities in which the 
former or selling corporation may be then or 
thereafter named in wills theretofore or 
thereafter probated or in any other instru- 
ments. Such sale, conversion or consolida- 
tion shall not effect a renunciation or revoca- 
tion of any letters of administration or let- 
ters testamentary or letters of guardianship 
or any other relationship. 

“In connection with any trust which re- 
quires the approval of the court to a change 
of the trustee or other fiduciary it shall be 
the duty of the successor trustee or other 
fiduciary to file notice of such change with 
the court having jurisdiction, within ninety 
days after such change has become effective 
and within the same period of time to serve 
notice of such change upon each beneficiary 
of such trust or estate, which notice may be 
served in the manner provided in Chapter 
IV, title VII Oregon Code 1930, or where the 
residence of a beneficiary is not known no- 
tice: may be published in the manner pro- 
vided by law for the publication of sum- 
mons. Any such beneficiary or other person 
interested in the trust or estate may, within 
ninety days after the service of such notice, 
apply to the appropriate court for a change 
of fiduciary or such other relief as may be 
proper, and unless such application be made 
within said period of time every such bene- 
ficiary or party interested shall be deemed to 
have consented to such change of trustee.” 


No Reason Why Trust Should Fail 

The foregoing section is rather complete. 
There are several questions, however, that 
will enter the mind of the trust officer. The 
paramount question is whether or not a cer- 
tificate from the State Superintendent of 
Banks will supercede successor trusteeship 
provisions in wills, court appointments and 
corporate trust indentures. Most trust agree- 
ments creating life insurance and living 
trusts provide for a successor trustee in the 
event of consolidation or merger of the orig- 
inal trustee with another trust company. A 
sale of one trust department to another 
really amounts to a merger. 

There is an old fundamental of trust law 
that is frequently overlooked and that is 
that “a trust cannot fail for the lack of a 
trustee.” The section of the amendments to 
the Oregon laws above set forth provides for 
sufficient notice to beneficiaries to object to 
the successor trustee in proper proceedings 
and if a beneficiary does not object there is 
no reason why the successor trustee shall 
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not fulfill the trust or in other words there 
is no reason why the trust should fail. 


Corporate Trusteeships 

The greatest question arises in trustee- 
ships on corporate bond issues. Most 
porate trust indentures provide for the ap- 
pointment of successor trustees and where 
there are such provisions it is my belief 
that these provisions have to be followed 
explicitly. Such provisions are contracts be- 
tween the bondholders and the makers of the 
bonds and cannot be abrogated as to bonds 
issued before the enactment of our present 
laws. In the few consolidations and mergers 
of trust departments that we have had in 
Oregon the provisions of corporate trust in- 
dentures as to successor trustees have in all 
cases been complied with. 

Where a will is involved and there is no 
provision for a successor executor, or where 
a trust company is acting as administrator 
or guardian, I believe the successor fiduciary 
should obtain the approval of the court of 
appointment. Obtaining such approval is 
acting on the safe side. We have no court 
decisions to guide us in our recently enacted 
laws and we are treading on new ground but 
it is not unsafe ground. As long as our trust 
companies fulfill their duties as fiduciors 
I do not think any court will question our 
laws as to conversion, sale or absorption of 
trust departments because again we go back 
to the fundamental that “A trust cannot fail 
for the lack of a trustee.” 

ae % 
A. B. A. TRAVELERS’ CHEQUES 
DISCONTINUED 

Announcement was forthcoming from the 
recent Spring meeting of the Executive Coun- 
cil of the American Bankers Association at 
Augusta, Ga., that the arrangement with the 
association under which the Bankers Trust 
Company of New York issued and distributed 
A. B. A. Travelers Cheques has been dis- 
continued at the bank’s request. Action was 
based on the fact that the main condition on 
which the issuance of these cheques was be- 
gun in 1909 had. changed since the express 
companies have gone out of the travel cheque 
business and, as common ¢arriers transport- 
ing currency, are no long°®r operating as 
bankers. It was also pointed out that the 
demands of the traveling public are now 
fully met by a number of individual bank 
members of the American Bankers Associa- 
tion which are issuing their own travel 
cheques. The detail of handling the cheques 
was in the hands of the trust company. 
Their issuance was no part of the actual 
work of the association itself. 


ecor- 
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A RAILROAD BOND POLICY FOR THE INSTITUTIONAL 
INVESTOR 


FEDERAL GOVERNMENT POLICIES AND R. F. C. LOANS 


HERBERT SPERO, M.C.S. 
College of the City of New York 


(Epiror’s Note: 


While institutional and trust holdings of railroad bonds present 


varying problems, the existing conditions are such as to call upon the various types of holders 
to face plain facts. The following article summarizes the various aspects of the railroad bond 
problem in the light of current conditions, prospects as to valuations, earnings, legislative 
policies and the application of normal and progressive principles of investment.) 


N THESE days of financial and 
strain in the banking world, one of the 
most pressing problems confronting the 
institutional investor, is his railroad security 
portfolio. Shall he sell all of his railroad 
holdings or shall he retain a part of them 
in his portfolio, in the hope of improvement? 
If he decides to liquidate his holdings, the 
next problem he faces is the choice between 
those railroad which he shall hold 
and those issues he shall sell. The total 
volume of railroad bonds outstanding amounts 
to $12,000,000,000 of which $6,600,000,000 is 
owned by institutions as follows: 
Life insurance companies. .$2,600,000,000 
Mutual savings banks.... 1,700,000,000 
Commercial banks........ 1,016,000,000 
Educational organizations. 176,000,000 
Philanthropic foundations. 200,000,000 
Hospitals 157,000,000 
Religious institutions...... 64,000,000 
Other agencies........... 687,000,000 


stress 


issues 


$6,600,000,000 

This article suggests a solution of the prob- 
lem for the institutional investor insofar as 
an enunciation of sound guiding principles 
ean aid in so doing. 


Total 


Policies of the Reconstruction 
Finance Corporation 

An analysis of the railroad problem, how- 
ever, must include a consideration of the 
policies of the Reconstruction Finance Cor- 
poration, organized early in 1932 for the 
purpose of granting emergency financial aid 
to our major transportation artery for the 
purpose of aiding the latter to meet matur- 
ing obligations. 

During the year 1932 the Reconstruction 
Finance Corporation advanced approximately 


$290,000,000 to over seventy separate rail- 
roads. For what purposes were these credit 
extensions made? The transportation com- 
panies borrowed about $139,000,000 to meet 
maturing bond and note issues, and interest 
on their bonded indebtedness, $58,000,000 to 
pay off outstanding loans, primarily bank 
debts, $20,000,000 to pay off tax assesssments 
and $19,000,000 to meet accruals on account 
of wages, supplies and other miscellaneous 
expenses. A large sum was granted also for 
new construction work and for equipment. 
The funds advanced for the latter purpose 
amounted to $52,000,000 and cannot be con- 
sidered as rescue or emergency donations but 
principally as steps taken to relieve the un- 
employment situation somewhat. 
The Railroads and the Federal Fiscal 
Problems 

The year 1933 will make still heavier de- 
mands upon the Reconstruction Finance Cor- 
poration for railroad purposes. During the 
present year about $340,000,000 of bonds and 
certificates will mature, while interest and 
rent payments will require some $700,000,000 
and an additional $275,000,000 will be needed 
to cover various miscellaneous expenses. Dur- 
ing the year 1932 the operating revenue of 
the Class I railroads was $3,191,000,000 less 
than in 1929 while thus far in the current 
year traffic carried has been at a continued 
low level. Hence it may be seen that the 
obligations of the roads are becoming an 
increasingly heavy burden which will neces- 
sitate greater demands upon the Reconstruc- 
tion Finance Corporation if the roads are to 
discharge their present obligations. 

The financial problem of the railroads has 
been clearly linked to the budgetary difficul- 
ties of the Federal Government. The present 
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fiscal year has thus far (as of April 10, 1933) 
shown an excess of outgo over income of 
$1,404,000,000 in the government’s ordinary 
budget but an additional outlay of $928,- 
000,000 has been effected by the Reconstruc- 
tion Finance Corporation making a _ total 
budgetary deficit of $2,8382,000,000. It has 
been reiterated again and again over the 
past year that the Federal Government must 
put its own house in order if definite, con- 
erete progressive steps are to be taken to 
meet and deal successfully with the multi- 
tudinous problems of the depression. Many 
well-known economists and financiers have 
expressed themselves on numerous occasions 
on the urgent necessity of balancing the na- 
tional government’s budget and so relieving 
the strain on the market for government se- 
curities. 

While President Roosevelt has initiated 
a program of sharp governmental reduction 
of expenditures for such purposes as veter- 
ans costs and federal salaries, he should not 
overlook other outlays which may well be 
reduced without any subsequent detrimental 
effect on the economic welfare of the nation. 
Among these costs may be listed grants made 
to the Reconstruction Finance Corporation, 
and used in large part for the maintenance 
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of top-heavy capital structures of a number 
of roads whose ultimate salvation lies only 
along the road of financial reorganization. 
The advances made to the Reconstruction Fi- 
nance Corporation by the Federal Govern- 
ment account for about two-fifths of the total 
deficit. Hence it may be seen that any effort 
made to balance the government’s accounts 
must necessitate a curtailment of expendi- 
tures also for the federal relief agency, which 
will bring in its wake the necessary capitali- 
zation adjustments and so place the rail- 
roads in a satisfactory position able to meet 
their obligations fully and fairly. 


Loans Granted by R. F. C. 

However, there is still an influential schoo] 
of thought in this country maintaining that 
the government should continue and _ per- 
haps even expand its liberal lending policy. 
An examination of the loans granted by the 
Reconstruction Finance Corporation in the 
past year reveals that almost one-half of the 
funds extended to railroads went to a rela- 
tively limited number of roads such as New 
York, Chicago and St. Louis, Denver and 
Rio Grande Western, Rock Island and Pa- 
cific, Missouri Pacific, and Gulf Mobile and 
Northern among a number of others. 

These roads all borrowed from the Recon- 
struction Finance Corporation in order to 
meet interest payments and to retire ma- 
turing bond The fixed charges of 
these roads exceeded their income by many 
millions of dollars. Furthermore, as pointed 
out above, the liabilities of the railroads for 
the year 1933 are increasing and so will 
necessitate greater government aid inasmuch 
as no marked upturn in railroad traffic can 
be reasonably counted upon during the next 
year. Again any additional National Gov- 
ernment bond sales will merely serve to 
complicate and intensify the fiscal problems 
and undoubtedly postpone the inevitable day 
of reckoning, since many roads will hardly 
be in a position to repay their borrowings 
even under normal traflic conditions. 

Holders of securities of those railroads 
which will not be financially able to meet 
their maturing obligations without the aid 
of the Reconstruction Finance Corportion 
even though traffic may increase up to the 
full limit of all reasonable expectations must 
be prepared to accept losses. Such roads 
cannot continue to borrow from government 
agencies indefinitely. Their financial house 
must promptly be put in order and all bond 
and note holders must be ready and willing 
to cooperate in a process of recapitalization 
which will involve losses to creditors. Insti- 


issues. 
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tutional holders of such obligations should 
promptly set up reserve accounts to take 
care of all resulting losses and liquidate such 
holdings as are unsuitable for their needs. 
In carrying out such a program, however, the 
ereditors should insist upon nationalwide 
consolidations and reorganization to meet the 
traffic responsibilities and problems of a na- 
tion which has attained a position of world 
leadership and must be prepared to meet the 
consequent responsibilities. 

Thus, the National Transportation Com- 
mission in its report stated: “The Recon- 
struction Finance Corporation was created to 
tide over an emergency, in the hope of some 
recovery, but this use of Federal Credit en- 
countered a link between the emergent and 
the more permanent problem. The fixed 
charges of some roads are heavier than any 
fair prospect of restored traffic will bear. The 
corporation cannot pour public treasure into 
situations where, instead of temporarily sup- 
porting operations and loaning to maintain 
prudent interest payment there is a wasteful 
delta of outflowing streams of interest on 
unsupportable capital structures. That would 
postpone inevitable readjustments at public 
loss to no good purpose. There is need to re- 
form these top-heavy structures to make 
them available for emergency aid before it 
is too late and the present legal mechanism 
is too slow and cumbersome to serve. 

“We recommend revision of bankruptcy pro- 
cedure to permit prompt and realistic reor- 
ganization of overcapitalized corporate struc- 
tures without destructive receiverships and 
judicial sales on depressed markets to the 
end that the railroads’ justifiable borrowing 
requirements may be met with safety to the 
lender under adequate protection.” 


New Bankruptcy Law Facilitates 
Reorganization 

An amendment to the new bankruptcy law 
eases the process of recapitalization by pro- 
viding that a railroad may reduce its obliga- 
tions if it secures the approval of only two- 
thirds of its creditors and the consent of the 
I. C. C., in addition to the approval of the 
Treasury if the government happens to be 
one of the creditors of the road. The pas- 
sage of this bankruptcy act is a realistie ap- 
proach to the business situation faced by 
the United States today. In the past few 
years the policy of the government has been 
to preserve existing capital structures in the 
hope that a business improvement would 
occur quickly and so permit a maintenance 
of the old debt relationships and a repay- 
ment of outstanding government loans. How- 


| Ancillary Service 


Py : 
in Minnesota 


| Maiaoalgae needing probate or 

other attention in Minnesota 

will be economically and expertly 

managed by this 40 year old 

Trust Company. Let us handle 

your Northwestern trust business 
for you. 


FIRST NATIONAL BANK 


AND TRUST COMPANY 
OF MINNEAPOLIS 


115 South Fifth Street 
MINNEAPOLIS, MINNESOTA 





ever the Federal Government has at last 
come to an understanding of the true nature 
of our difficulties and through the passages 
of new bankruptcy legislation has eased the 
problem of recapitalization and readjustment 
to present day conditions. 


Other Likely Steps 


Furthermore President Roosevelt has un- 
der consideration steps designed to adjust 
the plant to traffic carried and in addition to 
coordinate carrier services in order to fur- 
nish the public satisfactory transportation, 
to protect labor’s position, and to insure the 
security owner a fair return on capital in- 
vested. Other drastic changes will come in 
the railroad field involving probable consoli- 
dation of the various agencies regulating 
transportation, so as to enable them to oper- 
ate more effectively. But it must be borne 
in mind that no halfway measures will meet 
the situation which requires a strong policy 
and eapable administration. 

The principle enunciated by the National 
Transportation Commission lays down a 
broad general policy which may well be fol- 
lowed to advantage by the Reconstruction 
Finance Corporation since it will result in 
the two-fold greatly-to-be-desired objectives 
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of requiring intelligent financial reorganiza- 
tion on the part of a number of railroads 
whose volume of traffic will never support 
their top heavy capital structures on the 
one hand and of reducing the outflow of 
federal funds, cutting the budgetary deficit 
and consequently easing the strain on the 
“apital market of absorbing constantly new 
government bond issues. 


Views of Alfred E. Smith 

Alfred E. Smith in his supplemental re- 
port to that of the National Transportation 
Commission stated : 

“Whatever may be the basis of valuation 
and rate-making, there must be a_ scaling 
down of many railroad securities. I believe 
that the banks, trust companies, insurance 
companies and other holders of railroad se- 
curities must be realistic about this phase 
of the problem. The public will not stand 
for making them a preferred class of inves- 
tors, who must get a hundred cents on the 
dollar, irrespective of the true value and con- 
dition of the business they have invested in, 
when values in all other fields are being re- 
adjusted and cut down.” 

Mr. Smith also evidenced a true apprecia- 
tion of the social and economic phases of the 
question when he went on further to say: 

“Tf the railroads show no willingness to 
reorganize, reorganization can surely be 
brought about by some form of condemna- 
tion or eminent domain. I believe that the 
railroads will be unsuccessful in attempts to 
maintain their present physical, operating 
and financial structure at the expense of the 
general public by penalizing competitors and 
raising competing transportation costs, inflat- 
ing securities, raising rates, limiting taxation 
by states and municipalities through federal 
legislation, borrowing government money 
without adequate security and other like de- 
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vices. Similarly, attempts to bring about 
economy largely at the expense of railroad 
labor will prove unsuccessful unless this 
part of a logical general reorganization in 
the interest of the public.” 

The present depression has been intensified 
largely due to our apparent inability to grap 
ple realistically with the problems confront 
ing us. We have been experimenting with 
methods and panaceas hardly calculated to 
solve the basic difficulties. Varticularly has 
this been true in our handling of the rail- 
road problem. An intelligent appraisal of 
the actual facts and the application of nor- 
mal and progressive principles is essential 
if our problems are to disappear. 

Institutional and Trust Investments 

The institutional investor can render a 
great service to his community, his institu- 
tion and the financially unsound railroads 
by indicating a willingness and a desire to 
grapple adequately with the problem. ‘The 
bond buyer desiring to eliminate weak spots 
from his bond account must take positive 
conerete action in the handling of his rail- 
road securities. In the case of those bonds 
issued by roads which will not be able to 
cover their fixed charges, even when busi- 
ness resumes on a normal basis losses should 
be taken and holdings liquidated at a time 
when a fair price may be obtained. ‘The 
funds so obtained should be used to purchase 
many corporate securities which are today 
selling at an unwarranted discount. On the 
other hand there are many railroads which 
upon a moderate upturn in traffic will be 
well equipped financially to meet their obli- 
gations. Holders of such securities should 
exercise patience and a willingness to stay 
with these investments since events will in- 
evitably justify their judgment. 

Administrators of trust funds holding rail- 
road securities must exercise special care in 
order to preserve the value of the funds ad- 
ministered. However, as mentioned above, 
the trustee should not refuse to compromise 
where the railroad is hopelessly involved in 
an unduly burdensome debt structure. Tail 
ure to compromise, however, will yield no 
good results but merely postpone and may 
even intensify losses. 

So % Re 

The First National Bank of New York re- 
cently took possession of its new home atl 
Wall and Broadway on the site of the old 
building which it had occupied for more 
than fifty years. 

The Beloit State Bank and the First Sav- 
ings & Trust Company of Beloit, Wis., have 
combined their banking business. 
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SUCCESSFUL RESULTS FROM COORDINATING TRUST 
AND BANKING DEPARTMENT ACTIVITIES 


HANDLING GREATER VOLUME OF TRUST BUSINESS IN MORE ECONOMICAL 
AND EFFICIENT MANNER 


L. H. ROSEBERRY 
Vice-president and Manager Trust Department, Security-First National Bank of Los Angeles, Cal. 


(Epiror’s Note: The subject of “team work” between the trust and banking as well 
as other departments, has well nigh become hackneyed because of frequent repetitions. 


Mr. 


toseberry illuminates the subject with new meaning and forceful precepts derived 


from remarkably successful experience in the bank with which he is associated. The proof 
is found in the great increase in trust business, the zeal with which officers and personnel 
work together and the new sources of profitable business.) 


OORDINATION of trust and banking 
department activities is an adjust- 
ment problem which presents a real 
opportunity. If trust companies and banks 
can use the American manufacturer’s experi- 
ence and produce our product at a decreasing 
eost per unit with increasing volume we will 
not only increase our net profits but we will 
be rendering a greater service to society in 
managing and conserving the assets of an 
increasing number of estates. We recognize 
that this increase in production must be ac- 
complished without any decrease in efficiency 
or satisfaction to our customers. We must 
plan for the future by giving attention and 
effort to the problem today. 


The Solution 

We can hire more trust officers, solicitors, 
clerks and stenographers as our business 
grows, but will this give us as efficient and 
profitable a department as might be devel- 
oped under other plans? There is probably 
a better way, namely, through more inten- 
sive and effective cooperation between the 
trust and the banking departments. This 
does not mean that we may not have to 
increase our staffs as our business grows, 
but it does offer promise of increase in our 
efficiency and more service for our customers 
if we can obtain the cooperation of men in 
other departments. 

Coordination in this connection may be 
deuned as the active participation in trust 
affairs by selected personnel from other de- 
partments of the bank. Such a plan includes 
using the specialists of the banking and bond 
departments not only because their talents 
an well be employed, but also to eliminate 
a duplicating personnel, thus enabling the 


trust department to handle a greater volume 
of business in a more economical and eflfi- : 
cient manner. 

Coordination between trust and banking 
departments seems to divide itself equally 
into (1) cooperation in the origiration of 
new business and (2) cooperation in the 
administration of trusts. However, before 
we launch much further into our discussion 
may we sound the keynote of successful co- 
operation? This keynote, while a bit intan- 
gible, is nevertheless based upon the definite 
knowledge that we are working with individ- 
uals and hence any plans leading to effective 
cooperation for new business or for trust 
administration must recognize the human 
element and create a desire that leads to 
action. The essential requirement in the suc- 
cess of any cooperative plan is the obtaining 
of a sympathetic, aggressive and whole- 
hearted desire to assist in the undertaking 
at hand. 


Trust Department Responsible 

Coordination plans between trust and bank- 
ing departments to be most successful should 
originate with the trust department. In mak- 
ing such plans the wideawake trust officer 
will recognize that he is dealing with the 
human element in which he must create a 
mutual desire to cooperate. In coordinating 
the activities of the trust and banking de- 
partments, they must be lubricated, as it 
were, with a certain something that will 
insure smooth and frictionless operation. ‘The 
trust men, of necessity, are the chemists in 
the mixing process and the mechanics in the 
application of the lubricant. Even though 
the elements in obtaining this sympathetic, 
aggressive and whole-hearted cooperation are 
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intangible, they nevertheless are as real and 
. as essential as if they could be handled and 
weighed. 

It may be assumed we all agree that this 
type of cooperation is essential to satisfac- 
tory success. The question then arises how 
are we to obtain it. The first step is to in- 
still in the minds of bank staffs the knowl- 
edge that the trust department offers the 
most generally helpful and widely needed 
service that the banking officer can recom- 
mend to his friends and customers. In other 
words, banking officers must above all else 
want to sell our trust service because they 
know and realize that thereby they are doing 
a good turn for the people with whom they 
come in contact. 

The next step is to bring banking officers 
into closer daily contact with trust officers. 
This logically leads to mutual exchange of 
views and knowledge which permits the 
former to learn more about the work of the 
latter and the real service our trust depart- 
ment can render in property management. 
Cooperation of the type desired must be ac- 
tual and aggressive. It must be every-day 
cooperation. It should not be forced nor 
in compliance alone with orders and duties. 
Both trust and banking departments may as 
well never attempt depending on each other 
for service and assistance if it is not to be 
a continued reality wherein both sides realize 
the value of cooperation and the fact that it 
must be founded upon zeal transmitted into 
vigorous and sustained action. 


Reciprocation Necessary 

Even though the emphasis will be placed 
on the cooperation which the banking de 
partment may give to the trust department, 
we must not lose sight of the fact that re 
ciprocation on the part of the trust depart- 
ment is necessary and essential to any pro- 
nounced success in this plan. It should be 
part of every trust officer’s duty, and so 
pointed out to him, that he must lose no 
opportunity to create new business for or 
serve the other interests of the bank. It is 
only by assisting the other fellow to build 
up his department that we can rightfully 
expect or actually get him to assist us in 
building up ours. The sentimental appeal is 
not as effective as the actual bringing in, by 
a trust officer, of an attractive new account. 

Thus, with the understanding that coordi- 
nation between trust and banking depart- 
ments requires a realization that the human 
element will, in the final analysis, prove the 
most important factor in insuring a success- 
ful coordination of the efforts of trust and 
banking officers, we will discuss more in de- 
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tail, the specific methods of obtaining, name- 
ly (1) cooperation in origination of new 
business, and (2) coordination in trust ad- 
ministration. 


Cooperation for New Business 


In suggesting a program of cooperation for 
originating new business, we must recognize 
that we are dealing with individuals, per- 
sonalities, men who are thinking for them- 
selves, and orders from headquarters or su- 
periors will not in themselves win successful 
cooperation, at least not the kind we want. 
We can visualize a 100 per cent new busi- 
ness program, nicely outlined and explained 
in written form. We can see this placed in 
the hands of a bank officer along with the 
many daily reports, letters, bulletins and 
memoranda that will occupy his attention 
that day. He will read the new business 
plan, of course. He will see the cold logic 
and value of the plan based, as it is, upon 
the same old appeal that he should cooperate 
for the good of the bank. This plan is 100 
per cent perfect in form but only 50 per 
cent effective in results. It will not produce 
the kind of zealous cooperation which con- 
tinues month after month after the novelty 
of the plan wears off. To be really success- 
ful, the appeal must be personal as well as 
official. The banker’s aid must be obtained 
because he wants to assist his friend, the 
trust officer, or the trust solicitor. He re- 
acts effectively to a pleasant working asso- 
ciation. This appeals to him as much as the 
satisfaction of knowing that he is serving 
a customer or benefiting his bank. 

In our own organization I have seen new 
trust business men succeed, where others 
failed, because they were able to get the 
cooperation of officers, branch managers and 
staff, largely through a friendly personal ac- 
quaintance. The banking department men 
would go out of their way to see that their 
friend, the trust representative, met the 
elderly and wealthy customers of the branch 
who form the cream of trust prospects. 
There was a personal tone to this coopera- 
tion which made it a pleasure instead of a 
mere response to official edict or call of 
duty to their bank or its stockholders in the 
hope that it would assist in obtaining a per- 
sonal salary increase, although this is always 
a major urge. Their cooperation was ob- 
tained and continued largely because the 
new business man made it a studied part 
of his practice to sell staff members on himn- 
self as well as the desirable service the 
trust department rendered. On every call at 
each branch it would be Mr. Successful 
Man’s policy to give a cheery hello, not just 
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to the branch manager but to the assistant 
manager, the bond department representa 
tive, the tellers, the bookkeepers, the safe 
deposit personnel, and even the janitors. 


Combine the Personal and Impersonal Appeal 

A well-rounded new business program con- 
ducted to obtain the largest quantity of busi- 
ness with the least expense can best be car- 
ried out by a combination of personal and 
impersonal appeal. The many desirable fea- 
tures obtainable through trust service can 
most easily be presented to the banking staff 
by the printed word. We will all agree that 
the more informed these persons are the 
more interested they will become in our trust 
service and the more able and ready they 
will be to carry its message to the bank’s 
customers and other worth while prospects. 

The ever-changing trust laws and court de- 
cisions, the technical nature of trust adminis- 
tration, the skill required to quote a sound 
trust fee, and the vyarious possibilities of 
approaching and identifying a good trust 
prospect, make it difficult for the banking 
staff to have a real selling knowledge of the 
trust department unless authoritative and 
not too complicated data is placed in their 
hands. It cannot be expected that they 
themselves will work out and assimilate the 


vast amount of technical information con- 
nected with corporate trust service. It is a 
good idea to send to each key man in the 
bank a copy of each new trust booklet as it 
is issued, together with a memorandum com- 
menting upon it and tying-in the thought of 
how he may use it with customers and in 
his part in the new trust business program. 
It must be presented to them in a definite 
manner, even in such detail as suggesting the 
very words to be used in approaching trust 
prospects. The larger the organization the 
more necessary this detail becomes. 


Continuous Effort Essential 

The bank newspaper or house organ offers 
excellent opportunities to periodically pre- 
sent in varying ways a model plan for bank 
department cooperation. These media also 
offer the most effective methods of keeping 
the program alive. Memoranda and personal 
letters of praise and appreciation for excep- 
tional work are highly fruitful. It is not 
always necessary that the closed business be 
of large amount. If new business obtained 
has been the result of long and continuous 
effort, recognition and a complimentary note 
to the responsible man will keep his coopera- 
tion active and friendly. Direct mail sent to 
a prospect list personally known to branch 





TRUST 


TWO-WAY 


Investment Supervision 


Investment management accounts 
at the Fiduciary Trust Company 
are constantly supervised by the 
Company’s own investment staff. 
In addition, they are under day- 
by-day review by outside invest- 
ment counsel—thus receiving 
continuous supervision from 
two independent investment 
organizations. 
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managers, officers, and staff, is helpful not 
only for the inquiries this develops but also 
for the entrée it provides these men for a 
later discussion of trust subjects. Until bank 
staff members become familiar with success- 
ful methods of trust approach they are often 
hesitant to initiate the subject of wills and 
trusts, thinking that a good banking custo- 
mer may feel displeased or “high pressured,” 
or that they may display ignorance of a 
major function of their bank. As a matter 
of fact when such a customer is tactfully 
approached and learns of the greater field of 
service his bank can extend to him he be- 
comes a better customer of the bank. 

It is even more necessary to sell trust serv- 
ice to directors than to sell it to the publie. 
Idirectors should always be on the mailing 
list so they may be kept informed on your 
new business program and your latest trust 
literature. It is often desirable to frame a 
special educational program for them, not 
alone to get their own trust business, but to 
stimulate them to bring it in from the many 
sources open to them. 


Publicity and Advertising Department 


If the Dank publicity and advertising men 
are properly tied into and personally inter- 
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ested in the enlargement and work of the 
trust department, much assistance can be 
obtained from them. Because of their spe- 
cial training these men are able to take over 
many time-consuming tasks in the promo- 
tional work of the trust man. If the trust 
department can have assigned to it an ex- 
perienced and resourceful trust development 
man, who can recognize and program the 
trust department’s needs in new business 
efforts, the service of the bank’s publicity 
and advertising departments can be utilized 
to a decided advantage in the saving of time 
and money. The trust department new busi- 
ness man can bridge the gap between these 
departments. 

The publicity department can gain much 
free advertising for the trust department if 
they are promptly informed of such activity 
as has news value. The provisions of wills 
and trusts of prominent persons who die 
leaving their wills on file with the depart- 
ment is one of the very best sources of news 
items. If this information is given to the 
bank’s publicity man before the reporters get 
it from court records, he can frame it for 
publication, with the bank’s name _ promi- 
nently used, quite acceptably to the press. 
This is invaluable publicity. 

Bank customer files provide an excellent 
source for leads in new trust business pro- 
grams. Both direct-by-mail and solicitation 
programs may make use of these files to real 
advantage in obtaining a selected and _ in- 
formative yet complete list of the best new 
business prospects. 


Advantages of Coordination in Administration 


Come now to the second division of our 
topic—coordination in trust administration. 
Through the aid of experienced and special- 
ized bank officers, the trust department is 
able to produce a more efficient service than 
would be possible without them. This assist- 
ance is customarily obtained through com- 
mittees which definitely allocate a part of 
their time and effort to trust administration. 

Many bank officers are experienced special- 
ists in some line of use to the trust depart- 
ment. Probably the most used are those olli- 
cers who assist in making trust investments. 

Interlocking trust and banking committees 
made up of capable officers and directors, 
such as executive committees, trust commit- 
tees, and other major and policy-determining 
groups, is highly desirable in that it creates 
numerous points of contact through the 
heads of the various departments and paves 
the way for harmonious, uniform and ap 
proved policies, programs and plans. The 
larger the organization the more desirable 
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and necessary becomes this mingling of de- 
purtment officers through interlocking com 
mittees, especially if the trust department 
substantially depends upon branch bank offi- 
cers to originate trust loans or new business 
leads. Acting through the cashier's division, 
for instance, special emphasis may be placed 
upoh ways the banking staff may help the 
trust department in maintaining public con- 
fidence, quieting idle and unjust complaints, 
and pleasantly contacting persons inquiring 
for trust service. Orders from department 
heads not in the direct line of authority are 
but slightly heeded and seldom acted upon 
with the same degree of earnestness as if the 
directions came through the recognized line 
of authority. 

The value of an effective trust audit by 
an outside auditing department is obvious. 
A “clean Dill of health” given by competent 
auditors other than those in the trust de- 
partment, is of known value, and if the 
banking department auditor does the work, 
the expense of outside auditing is eliminated. 

The specialized ability of the bank’s per- 
sonnel officer can be of immense assistance 
in selecting and working with the personnel 
of the trust department. The trust officer 
need not let the personnel officer dictate what 
specialists he shall employ, for the trust 
ollicer knows best whether a new man is 
technically capable of filling a vacancy, but 
the personnel officer can check up the appli- 
ecant’s past record, personality, character, and 
physical health, and thus relieve the trust 
officer of a great deal of this type of time- 
consuming detail so needed in building up an 
eflicient and happy trust staff. 

The division for trust analysis or the re- 
view of securities will find that cooperation 
with the credit, statistical and securities di- 
visions of the bank will prove a veritable 
mine of information and help for their re- 
spective tasks, beside avoiding that expen- 
sive and inexcusable called “duplica- 
tion of work.’ Many estates have local se- 
curities concerning which there is little avail- 
able information in the usual statistical serv- 
ices. In such cases the bank’s credit de- 
partment may have the only available and 
reliable information. 

‘May I re-emphasize the point that plans 
for securing cooperation between the various 
agencies of the bank will be of little avail 
unless it is cooperation in spirit as well as 
in action. Without the active, whole-hearted. 
and understanding cooperation from the 
bank staff in our new trust business efforts, 
in helping to maintain our business stand- 
ards and policies, in rising to our defense 
against unjust criticism from without, and 
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in treating us as equals in the activities of 
the bank, and not as a mere service arm 
for bank business, our progress toward 
full suecess will be slower and more difficult, 
though none the less certain. 

The increasing outside competition which 
commercial and savings banking must mee! 
may in time reduce it to a position subordi- 
nate to the bank’s other major activities. 
But the trust department, with proper help 
and stimulus from the bank’s whole organi- 
zation, is destined to grow and develop with 
its full measure of service and usefulness to 
the public and profit to the bank. This spirit 
of cooperation is the main and essential thing 
for development, encouragement and _ suc- 
He is a wise bank executive who ree- 
ognizes the destiny of his institution, the 
sources of its strength and weakness, and 


builds now for the success of tomorrow. 
2°, o, 
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COMPENDIUM OF FEDERAL AND STATE 
TAX SYSTEMS 
The most comprehensive compilation and 
charting of the federal and state taxing sys- 
tems of this country as well as of other 
countries of the world, is the new fourth 
edition of the year book prepared by the 
Tax Research Foundation under the direec- 
tion of the New York State Tax Commission 
of which Mark Graves is president. It is 
published by the Commerce Clearing House, 
Inc., the loose leaf division of the Corpora- 
tion Trust Company of New York and is an 
indispensable work to all those required to 
familiarize themselves with tax matters, es- 
pecially accountants, tax experts, trust offi- 
cials, insurance men, lawyers, ete. The book 
depicts the taxing systems of all the states. 
the Federal Government, thirty-eight foreign 
jurisdictions, including numerous tables de- 
scribing the extent and nature of the appli- 
eation of each taxing method by the states 
and tabulation of revenues derived. It in- 
cludes bases, rates and collection. 
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THE NEXT STEP IN LIFE INSURANCE TRUST 
DEVELOPMENT 


EDUCATION OF LAWYERS IN DRAFTING SOUND TRUST 
AGREEMENTS 


GUY B. HORTON 


Attorney of the National Life Insurance Company, Montpelier, Vermont 


(Epiror’s Note: Frequently there comes across the desk of trustees and life insurance 
men, drafts of life insurance trust agreements which contain errors, weaknesses or lack of 
full consideration of the trustor’s rights. There is danger of an accumulation of such agree- 
ments which may lead to litigation or trouble, unless draftsmen and trust people also become 
better informed, especially of the insurance part of the transaction.) 


ROGRESS in accepting a new social or 

economic device is matter of education. 

An idea of pronounced merit may be a 
long time coming into use if the public is 
slow in being shown its value and how it 
may solve personal or business problems. 
Applied to life insurance trusts, the need 
for education lay in three groups: Insurance 
men, lawyers, and the public. The trust peo- 
ple early saw the need of instructing as well 
as interesting life agents and have met it 
in various ways from informal dinner dis- 
cussions to formal conferences often in series 
led by invited speakers, or by schools of se- 
lected agents held by an advisory council ap- 
pointed by the trust company. 

It is submitted that the time has come to 
begin the second stage—the education of the 
bar. This bald statement is no disparage- 
ment of that learned profession. It may be 
conceded that the lawyers who would be in- 
terested in the subject are already trained 
in trusts and trust draftsmanship, though 
experience is not great in most cases. The 
trouble is that a good draftsman of insurance 
trust instruments must be well grounded in 
the principles of insurance and in policy pro- 
visions as well as in the law. Through lack 
of such knowledge, clients are deprived of 
rights in their insurance which should have 
been reserved, and through ignorance of de- 
tails of procedure, intended results have 
failed. 

I have in mind a policy which did not 
reach the trust because a clerk forgot a 
necessary step; policies frequently made pay- 
able to trustees of trusts which lack pro- 
visions for additions to its subject-matter; 
and an insurance of over $100,000 which 


went to the estate instead of the trust be- 
cause someone did not see that the benefi- 
ciary of the policy was changed when the 
trust was revoked and a new one made. 
I am told of a leader of the bar in a large 
city who brought his client to the trust com- 
pany expecting insurance in eleven different 
companies could be put into the trust he had 
created without previous arrangement of the 
insurance or communication with the com- 
panies. 

If the project is tactfully handled there 
need be no antagonism by the bar. In fact, 
it may help to bring that cooperation and 
good feeling which trust people so much 
desire. Few ambitious lawyers will fail to 
welcome the opportunity to share the wealth 
of experience in forms and procedure pos- 
sessed by trust companies. The plan can be 
carried out simply and easily—much more 
so than the education of agents for compara- 
tively few lawyers in any city have the 
training or aptitude for this work and two 
or three meetings at the most will suffice. 
The leader of a discussion group may be 
the counsel of the bank or someone from a 
distance—perhaps each may be used at dif- 
ferent times. 

The trouble that is being laid up through 
a bar inexperienced in these matters is ap- 
palling. It is to be hoped that the necessary 
training may come before lawyers of ambu- 
lance-chasing disposition awaken to the pos- 
sibilities of business in this new form of 
trust-busting. 

eo fe af 

The County Trust Company of New York 
has been admitted to membership in the 
Federal Reserve System. 





ACCOUNTING OF ESTATE AND TRUST LIABILITIES 


A NEW SYSTEM WHICH HAS PROVEN CONVENIENT AND EFFICIENT 


A. WALLACE CUDWORTH 
Assistant Secretary, The Travelers Bank and Trust Company, Hartford, Conn. 


(Epiror’s Norte: 


Aside from the shrinkage of values which enter into estate and 


trust assels, there are numerous problems of liabilities which must be taken cognizance 
in efficient fiduciary accounting. “Fair weather’? methods no longer apply and it is encum- 
bent upon trust management to maintain accurate record of all liabilities, actual and con- 


lingent. 


Mr. Cudworth describes a system which has been in successful operation in the 


institution with which he is associated and which he recommends to fellow trust officials.) 


leaves 


assets, 


ODAY, when a man dies he 

almost as many liabilities as 

and, indeed, in some cases more. Not 
only does he owe the butcher, baker, and 
ecandlestick-maker, but having experienced 
a state of tension as a financier, he leaves a 
formidable array of secured, unse- 
cured, time, demand. 

We have elaborate accounting methods for 
recording his assets, records of stocks, bonds, 
mortgages, real estate, savings accounts, and 
sundries; cash, principal and income, each 
record being a part essential to the balanc- 
ing of the whole. Why should we not have a 
complete record of at least the negotiable 
instruments which he signed—a record which 
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would be necessary to the balancing of the 
account? 

Would you like to be able to tell from 
your records who own notes for which the 
decedent’s estate is liable, the amount of 
each note, balance, date, rate, amounts and 
due-dates of amortization payments, items 
of collateral, maturity date, and other per- 
tinent information? Would this information 
be of help to you in checking interest bills, 
and auditing the assets of the account? Be- 
ing alert and conscientious bankers you are 
constantly trying to make your records more 
complete and accurate, trying to be of great- 
er service to your clients; for sound and 
conservative judgement and practice plus an 
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earnest effort to serve your clients’ interests 
‘is what builds banks which are unshaken 
by periods of economic adjustment such as 
we are now passing through. 

You know how in viewing fine pictures at 
an art exhibit, it is necessary to stand far 
enough away from the subject to see the 
blending or inter-relation of its details, or 
in other words, to view its perspective. Let 
us, therefore, see the perspective of the ac- 
counting records of an estate or trust ac- 
count. 


Perspective of Trust Accounting Records 

The total of the assets of the account, 
such as investments and persé&l property 
plus any uninvested principal cash, compose 
what may be termed gross corpus. A 12x12 
ecard (we use a machine accounting system 
and all of our records are kept on 12x12 
-ards) containing this information, on which 
are recorded any changes in the assets of the 
account, is known as the “corpus” account, 
and serves as a control of the items compos- 
ing its total. If the estate is subject to 
certain known liabilities and these are not 
recorded, obviously the record is incomplete 
and misleading. If these liabilities are de- 
ducted from the corpus, the result is the net 
or true corpus. 

First, we set up a record of the gross 
corpus, as a matter of information, and 
then reduce it by the amount of known lia- 
bilities such as notes, but not including mis- 
cellaneous open accounts or claims. The re- 
mainder, net corpus, does not offset the total 
assets, therefore, the books are out of bal- 
ance. By having a separate card for each 
liability, we restore the balance because, 
then, the net corpus plus all liabilities will 
equal the assets. 
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The liability cards (Fig. 1) furnish all 
the information needed regarding the obli- 
gations: name and address of creditor, date 
and maturity, terms, interest due-dates and 
rate, collateral, record of changes in amount, 
and on the reverse side a record of interest 
or discount payments. 


When Obligation Is Created 
When we borrow money in a fiduciary 
capacity, as we do occasionally, what takes 
place? Income cash is decreased by the 
amount of discount or interest paid. Prin- 
cipal cash is increased in the amount of 
money borrowed. The balance of true cor- 
pus is not affected, because true corpus is 
the difference between the and lia- 
bilities, and the asset received, principal 
eash, offsets the liability created. As a mat- 
ter of completeness of record, we do, how- 
ever, place a memorandum entry of the 
transaction on the corpus account. Liabil- 
ities are increased. 

The accounting is accomplished by means 
of a set of five tickets (Fig. 2) all prepared 
in one operation with the aid of carbon 
paper. The tickets are comptrollers, which 
has a complete record of the transaction, 
and corpus, liabilities, principal and 
income cash on which all entries are blocked 
out except those affecting the accounts in- 
volved. Each ticket has a transaction num- 
ber and an item number. <A uniform color 
system is used for all original entry tickets, 
blue for comptrollers, canary for principal, 
white for income, light green for liabilities, 
and golden for corpus. 

When Obligation Is Paid 


When an obligation is paid, what happens? 
Income cash is increased by the amount of 


assets 


cash, 
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rebate of interest, if any. Principal cash 
is decreased by the amount of the obligation 
paid. ‘The balance of true corpus is not 
affected because the cash paid offsets the 
liability paid, but a memorandum entry of 
the transaction is made on the corpus ac- 
count. Liabilities are decreased. The en- 
tries are effected by a set of five tickets 
Similar to those used in the case of money 
borrowed. 

The advantages of the sets of tickets are 
obvious. Inasmuch as the tickets are made 
in carbon, but one notation of the transac- 
tion is necessary, and all figures must agree. 
As entries which do not involve an account 
are blocked out, the computation must bal- 
ance. Having a wgniform color scheme for 
the entry tickets is a help in sorting the 
tickets for proving, posting, ete. 


Outstanding Liabilities 

In setting up an account, the gross corpus 
is shown first; therefore, in setting up the 
outstanding liabilities, the corpus account 
must be reduced by the amount of the lia- 
bilities. To accomplish this, the corpus entry 
is actually posted instead of a memorandum 
entry being made. The other tickets used 
are comptrollers and liabilities. Inasmuch 


as principal and income cash are not in- 
volved, those tickets are destroyed. In in- 
dicating changes of collateral, the only tick- 
ets used are comptrollers and _ liabilities. 
Cash does not enter into the transaction, and 
unused tickets are destroyed. 

The system has proved practical, and of 
considerable value in connection with our 
estate and trust work. 
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HERBERT SHRYER 

The fraternity of American financial pub- 
lishers has lost one of its ablest and most 
highly regarded members through the recent 
death of Herbert Shryer, who, for many 
years has edited the Burroughs Clearing 
Iiouse. the banking magazine issued by the 
Burroughs Adding Machine Company of De- 
troit. Under Mr. Shryer’s editorial guidance 
the Burroughs Clearing House has become 
one of the most interesting and widely-read 
magazines in the banking and financial field. 
Prior to coming to the Burroughs organiza- 
tion Mr. Shryer served seven years as finan- 
cial editor of the Detroit News. He was also 
in frequent request as a speaker at bankers’ 
gatherings. Mr. Shryer was fifty years old 
and died after an illness of four months. 
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UNITED STATES TRUST COMPANY OF NEW YORK COMPLETES 
EIGHTY YEARS OF UNINTERRUPTED SERVICE 


The United States Trust Company of New 
York, which, on April 11th celebrated its 
eightieth anniversary, occupies a _ place 
among the oldest and largest trust companies 
of the country which is both distinctive and 
typical of the highest standards of fidelity 
and administration in corporate fiduciary 
service. Quietly and steadily it has pur- 
sued its policies and discharged its fiducia y 
obligations through the past generations. Its 
record and career during these past eighty 
years may be said, without qualification, to 
represent the best ideals of American trus- 
teeship and trust service, especially as re- 
gards estate and individual trust manage- 
ment. It has always maintained a place out- 
side of the pale of successive changes, mer- 
gers and new alignments affecting general 
banking and trust developments. In mat- 
ters of purely fiduciary concern, however, 
the United States Trust Company has con- 
stantly adapted its experience and _ policies 
to modern requirements, 

The United States Trust 


Company was 


chartered April 12, 1853, the same year in 


which the New York Clearing House was 
established. Among its incorporators were 
Peter Cooper, John J. Phelps, Erastus Corn- 
ing, Shepherd Knapp and Wilson G. Hunt. 
Its charter served as the basis for all special 
charters of a similar nature granted by the 
New York legislature until the adoption of 
a general law for incorporation of trust com- 
panies in 1887. The original plan of this 
trust incorporation law was also modeled 
after the charter of the United States Trust 
Company. 

The first office was at 40 Wall street and 
the first president was Joseph Lawrence, 
who held office until May, 1865, when on 
account of failing health he surrendered the 
office. The office of president thereupon de- 
volved upon John A. Stewart, who was des- 
tined to become the dean of American trust 
officials and who established a record for 
longevity of continued service with the Unit- 
ed States Trust Company, embracing the 
presidency from 1865 to 1903, which was the 
company’s fiftieth anniversary, and continu- 
ing thereafter as chairman of the board un- 
til his demise December 17, 1926, at the ex- 
ceptional age of 104. It is one of the cher- 
ished traditions of Wall street that Mr. Stew- 
art was to be found daily at his desk until 
within a few years of his death. 


In 1858 the company changed its location 
to 48 Wall street and later to 49 Wall street 
and it is noteworthy that during the past 
half-century, since 1887, the company has 
occupied its building known as No. 45 Wall 
Street, which may appear. old-fashioned 
amidst the adjoining and towering sky- 
scrapers, but which has a dignity all its 
own. 

Mr. Stewart’s service as president was in- 
terrupted only once for a short time, when 
he acted as Assistant Treasurer of the Unit- 
ed States during the Civil War. When he re- 
linquished the reins as president to become 
chairman, he was succeeded as president by 
Lyman J. Gage, who was Secretary of the 
Treasury under McKinley. Mr. Gage was 
succeeded three years later in 1906 as presi- 
dent by Edward W. Sheldon, who became 
chairman of the board of trustees in 1927 
and was succeeded by William M,. Kingsley 
as president. 

The United States Trust Company has and 
continues to administer the estates and 
trusts of some of the most distinguished old 


THE LATE JOHN A, STEWART 


Who was President of the United States Trust Company 
from 1865 to 1903, and Chairman until his death in Decem- 
ber, 1926, at the age of 104 
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New York families, with accounts carried on 
from generation to generation very often. 
The company has also been entrusted with 
fiduciary management of numerous trusts of 
a charitable, educational and kindred na- 
ture. Worthy of special note is its appoint- 
ment in 1910 as assistant treasury of the 
American Bible Society which in that year 
turned over to the company its securities 
representing endowments and trusts. 

The United States Trust Company has ad- 
hered to its primary policy of exercising 
fiduciary responsibilities and has made no 
special effort to engage in banking, aside 
from such attending upon trust development 
and arising from the abiding confidence of 
its clients. The April 11, 1933 financial 
statement shows resources, exclusive of trust 
business, amounting to $96,513,279 of which 
$26,395,596 is cash in banks: $7,500,000 U. S. 
Government securities; $8,493,202 state and 
municipal bonds; $31,228,061 other ‘bonds 
and securities. Deposits amount to $66,679.- 
000 with negligible change since the first of 
the year, Capital has remained for many 
years at $2,000,000 with surplus fund of $24,- 
000,000 and undivided profits of $3,051,848. 

The official staff comprises the following: 
Ek. W. Sheldon, chairman of the board; 
W. M. Kingsley, president; Williamson Pell, 
first vice-president: F. W. Robbert, vice- 
president and comptroller; Thomas H. Wil- 
son, vice-president and secretary; A. 8S. 
Keeler, vice-president; and R. 8. 
William C. Lee, Henry B. Henze, and Carl 
O. Sayward, assistant vice-presidents. 


Osborne, 


COURT ALLOWS ROSENWALD BEQUEST 


Fifty-two claims totaling $22,275,727 have 
been allowed by the Probate Court in Chi- 
cago against the estate of Julius Rosenwald, 
philanthropist and capitalist, who died Janu- 
ary 6, 1932. 

The claims consisted of friendly actions 
brought for the balance of philanthropic be- 
quests made by Mr. Rosenwald in his life- 
time and liabilities assumed by him in guar- 
anteeing stock accounts of employees. 
friends, business associates and relatives. At 
the time of Mr. Rosenwald’s death his estate 
was estimated at $45,000,000. On June 24, 
1932, when the inventory was filed, it had 
depreciated to $12,225,889, which sum would 
have sufficed to pay the claims at about 50 
cents on the dollar. The estate has since 
increased in value to about $32,000,000. 

The Supreme Court of the United States 
decided that deposit claims of World 
War veterans have no priority over other de- 
posits in insolvent banks. 


has 


~~and 241 other 
California centers ~ 
truly metropolitan 
trust service 


Through the 410 branch banks 
of Bank of America’s great state- 
wide system a truly metropolitan 
trust service is available in 243 
California communities. To trust 
officers, attorneys and their cli- 
ents, Bank of America offers this 
service for the efficient, econom- 
ical handling of any fiduciary 


business. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 


eS 
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CALLING THE ROLL OF STATES ON INTEGRITY OF TRUST FUNDS 


(From recent issue of “Property,” published by the Fidelity Trust Company of Pittsburgh) 


“Alabama.”—“No 
funds in banks.” 

“Arizona.”—". .. No loss of fiduciary funds 
held by trust companies or banks.” 

“Arkansas.”’—"I beg to advise that there 
is nothing of record to indicate the loss of 
trust funds during the past year due to fail- 
ures. 4 


losses covering 


trust 


“ 


California.’’—In spite of a rather discour- 
aging year in banking generally and some in- 
crease in bank failures in this state, we are 
still able to report that California’s fine ree- 
ord of no losses to beneficiaries of estate or 
trust funds administered by trust companies 
and banks has been continued to date.” 

So the roll call of banking supervisors an- 
swered to the inquiry sent out by Trust Com: 
PANIES Magazine early this year. Down the 
list of the whole forty-eight states the record 
was the same—not an instance of a trust 
fund experiencing loss due to malfeasance or 
bank failures during the cruel year, 1932 


Oa 


Of course the interest to people of property 
in this matter rests in the fact that the year 


was an unprecedented one for bank failures. 
Fourteen hundred institutions closed their 
doors, either through failure or suspension, 
and yet not one of these calamities affected 
the fundamental safety of trust funds. Even 
when bank failures were so nearly complete 
that but a slight proportion of was 
ultimately realized in liquidation, trust funds 
did not suffer a dollar’s loss. 


assets 


A Tuine APART 

The answer, of course, is found in the fact 
that laws of state and federal government, 
combined with the accepted practice of trust 
departments throughout the country, have 
caused both legal and financial safeguards to 
be thrown around trust funds which have 
successfully protected them from such loss. 


An EXAMPLE 

More recently, the banking moratorium 
caused some doubt to arise in the minds of 
the uninformed as to the position of trust 
funds, in the event that banks did not re- 
open. Of course, this was but a part of 
the wave of gossip, misinformation and gen- 
eral panic which swept over the country at 
the time. 

Despite this and many other explanations 
of the essentially safe nature of trust funds, 
and of legacies of which trust departments 


are executors, it may be well to give just 
one more example of how trust funds are 
segregated and safeguarded. 

To sum up the record, we would like to 
introduce the statement made by F. G. 
Awalt, Acting Comptroller of the Currency 
at the time, in relation to trust service last 
year. The statement, condensed, follows: 

“You are advised that the law is very spe- 
cific regarding complete segregation of trust 
assets from those of the banking department 
of a national bank. Before trust funds 
awaiting investment or distribution can be 
deposited by the trust department in the 
commercial or savings department of a na- 
tional bank, the bank is first required to de- 
liver to the trust department as protection 
to such funds, United States bonds or other 
readily marketable securities with a market 
value equal at all times to the amount of 
trust funds so deposited.” 

Of course, equivalent protection to that 
referred to above by Mr. Awalt is given to 
all trust departments, although it may differ 
slightly from the legal standpoint. 


PuBLIC ACCEPTANCE 

Time was when this relationship of trust 
departments to parent institutions was but 
little understood. Today, however, the true 
status of the trust fund as an instrument 
of safety has been thrown into bold relief 
by the depression. The proof of the in- 
creased confidence of the public in trust de- 
partments is shown in the only way which 
really counts, namely, a constantly increased 
and increasing number of trusts made and 
estates for which trust companies act as 
executors. 

What has been true before under more 
difficult conditions, will be doubly true from 
now on. In this article we have confined 
ourselves to discussing the actual situation 
as it pertains to the relationship between 
trust departments and the credit difficulties 
which have beset the country. However, 
there is another side—that of investment. In 
this, too, trust departments have made a 
record relatively as excellent as that in re- 
spect to their soundness. 


All member banks associated with the Wis- 
econsin Bankshares Corporation have Tre- 
opened on an unrestricted basis, 





TRUST COMPANIES 


kos 


= 
a ~ << a 


control 
of business 


At low cost the executive can tighten his control of 
affairs, can keep in touch with distant offices, mar- 
kets, customers. He does it by Long Distance tele- 
phone service. (Atlanta to Chicago, $2.35). 

Value delivered was never so high. Calls are put 
through more quickly, quality of transmission is 
the smoothest, rates are at their low. (New York to 
Boston, $1.00). 

Your business can profitably use Long Distance 
more. Use it as a means of control. Use it as a sell- 
ing tool — it is selling everything from stocks and 
bonds to coal. (Detroit to Cleveland 60c). 

Charges listed above are for station to station, daytime calls. Evening and night 


rates are considerably lower. Where the charge is 50c or more a federal tax applies 
as follows: 50c to 99c, tax 10c; $1.00 to $1.99, tax 15c; $2.00 cr more, tax 20c. 
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PLAN TO ENABLE TRUST DEPARTMENTS PROFITABLY AND 
EFFICIENTLY TO HANDLE SMALLER ESTATES AND TRUST FUNDS 


As a result of studies of the problem of ex- 
tending trust protection to people of small 
estates and limited sources of income, there 
has been formulated by Living Trust Clubs, 
Ine., of Boston, a program designed to per- 
mit a trust department to accept trust funds 
of any size, even to those which may be ac- 
cumulated through small monthly deposits. 

The problems and limitations of uniform 
trusts and commingled funds have been ex- 
amined, and there has been devised a pro- 
cedure which it is believed will remedy many 
of the present difficulties and provide for 
ach item of each individual creator a most 
thorough safety and diversification of in- 
vestment, 

As a media of investment there are sug- 
gested two separate and distinct portfolios, 
one comprised entirely of bonds and the other 
entirely of stocks. By this means, it is pos- 
sible to give to one account in a living trust 
club all bonds, to another all stocks, and to 
others any proportion of bonds and stocks. 
The proportion may be changed from time 
to time as conditions warrant. The advan- 
tages of this plan of suiting the individual 
investment to the individual need are ap- 
parent, as compared to the commingled fund 
wherein all participants must take the same 
proportion of bonds and stocks irrespective 
of their particular needs. 

The individual trust is recorded as a dis- 
tinct entity in that it is carried as a sepa- 
rated account which indicates the receipt of 
trust funds, their disposition to investments 
and the actual number and kind of invest- 
ments included in the individual account. 
Without affecting other accounts in the liv- 
ing trust club, any number of individual ac- 
counts may be terminated either by delivery 
of their securities or their liquidation. 

Individual trust agreements are signed 
with each creator. These are revocable uni- 
form agreements; provision is made for ir- 
revocable agreements where desired, by 
amendment. Because of their uniformity, 
there is, of course, as a practical matter, but 
one agreement governing the trustee in the 
operation of the living trust club. 

In the investment procedure, there is pro- 
vided the fractional adjustment account, 
which permits the investment of each in- 
dividual item to the last penny, so there need 
never be any residue of uninvested cash in 
any account. This is possible for any amount 


of addition to a trust fund, even so little as 
$10. 

The simplified handling is confined largely 
to one book of record in which is recorded 
the receipts and their disbursement, the pur- 
chase of securities for the funds, the dis- 
tribution of such securities to individual 
trusts, and a running inventory of securities 
which may be checked against the totals of 
the individual trusts. This same book of 
record also provides for reinvestment of in- 
come (if such is a part of the program as 
operated), and for the record of the termi- 
nating of trusts. Aside from the individual 
trust accounts, which are posted from the 
hook of record, there are practically no auxil- 
liary records, 

The entire program has been worked out 
with standard trust agreements, records and 
accounting forms to enable a trust depart- 
ment to handle the administration of small 
trust funds as successfully as ‘the larger 
funds customarily administered. The method 
of accounting reduces the expense of opera- 
tion to a minimum. 

There would appear to be much of merit 
in the living trust ¢lub whieh deserves the 
consideration of trust departments which are 
faced with the problems of extending trust 
protection to smaller estates than they may 
now serve or with problems of handling 
small estates already under their adminis- 
tration. 


GENERAL MOTOR’S HEAD IS 
OPTIMISTIC 

In reviewing the operations of the General 
Motors Corporation and commenting on pros- 
pects. President Alfred P. Sloan expressed 
confidence that the automotive industry 
would maintain its position as the leading 
industry of the world and that the rate of 
recovery would be cumulative owing to ob- 
solescence of motor cars and vehicles. 

March sales of General Motors cars to con- 
sumers in the United States totaled 47,436 
as against 42.280 in February, and 48,717 in 
March a year ago. March sales of General 
Motors cars to dealers in the United States 
totaled 45.098 as against 50,212 in February. 
and 48,383 in March a year ago. March sales 
of General Motors cars to dealers in the 
United States and Canada, together with 
shipments overseas, totaled 58,018 as against 
59.614 in February, and 59,696 March, 1952. 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and Author of ‘‘Trust Investments”’ 








[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 
AND DISCUSSED IN THIS DEPARTMENT. CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 
LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 
PANIES. SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 
OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. | 


TAXES AND SHRINKAGE OF ESTATES 
(A decision under the laws of Mary- 
land should be the general rule.) 

In the case of Register of Wills for Balti- 
more vs. Safe Deposit & Trust Company of 
Baltimore, the Court of Appeals of Maryland 
has just decided that where there is a shrink- 
age of the value of a decedent's estate be- 
tween the date of the death and the date 
of distribution, there may be a re-appraisal 
for the purposes of inheritance tax, the tax 
to be fixed at the time of distribution. 

Southcom! died in 1931 leaving practically 
his entire estate to collateral relatives. His 
estate consisted largely of stocks and bonds 
that were appraised in 1931; but by 1932 
they had depreciated in value to the extent 
of $60,000. If the inheritance tax were fixed 
at the value as appraised in 1931, it would 
amount to $3,000 more than if the value were 
fixed at the date of distribution. The deci- 
sion that the value should be fixed as of the 
date of distribution is just and this protec- 
tion should be afforded to every estate 
throughout the country. 


EXECUTOR’S COMMISSIONS 
(Executor not entitled to commissions 
on specific legacies.) 

In the recent case of Matter of Edenbaum, 
89 N, Y. Law Journal 856, Surrogate Wingate 
wrote an instructive opinion on the question 
of the right of executors to commissions and 
particularly in connection with specific leg- 
acies. After pointing out that it is frequent- 
ly difficult to determine whether a legacy is 
general or specific, the Court said that the 
sole question for determination is whether 
or not the fair import in the language in the 
will is to give the whole or a part of a cer- 


tain distinguished estate. If a gift is of a 
particular fund in whole or in part or so 
charged upon the object made subject to it 
as to show an intent to burden that object 
alone with payment, it is specific. 

To emphasize his meaning, he enumerated 
the following as specific legacies: (1) a spec- 
ified sum from a described bank account. 
(2) An identified debt. (3) A certain note. 
(4) A particular policy of insurance. (5) 
An identified mortgage. (6) Specified jew- 
elry. (7) Contents of testator’s safe deposit 
box. (S) Personal property in testator’s 
house. (9) All money I die possessed of, in 
several banks and bonds. (10) All of tes- 
tator’s bank accounts. (11) All shares of 
stock belonging to me, (12) All cash to my 
credit in savings banks. (13) All amounts 
of insurance upon my life. (14) Half of 
testator’s money and securities. 


VALUATION OF STOCK IN CLOSE CORPORATIONS 
(For transfer tar purposes, stock in 
close corporations should be appraised 
upon the book value.) 

The recent case of Estate of Foster, de- 
cided by the Surrogate Court of Oneida 
County, New York, is authority for the rule 
that stock in close corporations, having no 
quoted market value, should be appraised 
upon the basis of its book value. The Court 
discussed the three methods of appraisal, 
namely, first “Earning return basis.’ By this 
process the net earnings for five years are 
added and from the sum obtained deduction 
is made for dividends paid upon preferred 
stock. The balance is divided by the number 
of years (5) and the quotient obtained rep- 
resents average yearly earnings. This 
amount is then divided by whatever per cent 





TRUST COMPANIES 


6hAe 
WASHINGTON LOAN 
and TRUST COMPANY 


WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


Central Office 
F Street at 9th, N. W. 


is considered a fair return and the result 
represents the value of the common stock. 
This amount divided by the number of 
shares gives the value of each share. 

The second method is “Excess earnings 
basis.” By this method the available net 
earnings are taken for a period of five years 
and there is deducted therefrom the product 
obtained by multiplying the par value of 
the stock by per cent considered as a fair re- 
turn. The remainder shows excess earnings. 
This amount is divided by 20 per cent as a 
basis to obtain fair speculative value in 
shares. The result added to the par value 
of the stock gives the total value of the com- 
mon stock, This amount divided by the 
number of shares equals the value of each 
share. 

The third method “Earning per share or 
times earning basis,’’ requires first a deter- 
mination of the net average earnings over a 
given period (five years) and then dividing 
by the number of shares of stock, which 
gives the average earnings of each share. 
Capitalize each share earnings a_ sufficient 
number of times to produce a value upon 
which a reasonable return, when computed 
will yield the per share average earning 
power. The total net earnings over a five- 
year period less dividends paid upon pre- 
ferred stock show the earnings applicable to 
common stock. This amount divided by the 
number of years (five) gives the average 
yearly earnings. This amount divided by the 
number of shares shows the average yearly 
net earnings per share. 

The Court concluded that while all of tiiese 
methods may have merit, the fact remains 
that for transfer tax purposes, courts have 
finally approved appraisals based on book 
value of the stock. 

In the Estate of Wildenburg, 88 N. Y. Law 
Journal 1869, the appraiser placed his valu- 
ation of stock of a corporation on sales in 


Resources, Banking Dep’t. 
$19,000,000.00 
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small lots made on a real estate exchange in 
South Africa about the time of the dece- 
dent’s death. The Surrogate found that 
such a valuation was “palpably erroneous.” 
He decided that the valuation should be 
fixed on a complete disclosure of the assets 
of the company showing the value of the 
mining properties, the earnings of the com- 
pany and the dividends paid. 


TRUSTS AND TRANSFER TAXES 
(A trust created with control by the 
creator is liable for transfer taz.) 

In December, 1918, Klein created two 
trusts for the benefit of his two daughters. 
He provided that the income should be pay- 
able to the two daughters for life, and that 
if he were alive upon their respective deaths, 
the principal should be paid over to him, or 
if he were not living, then to such persons 
as he might designate by his will. The 
value of the trusts upon the death of the 
creator is taxable as a part of the gross 
estate—Klein vs. United States, 283 U. S. 


»)9 
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A recent decision by the Appellate Divi- 
sion of New York, supporting Judge Lee L. 
Ottaway of Chautauqua County, confirms 
the contention of the Council of the Seneca 
Indian Nation that tribal law supersedes 
state laws of inheritance in determining the 


possession of land within the reservation. 


Rights of a landlord in the event of bank- 
ruptey of a tenant are defined by the re- 
cent decision of the Appellate Term of the 
Supreme Court of New York, in which it 
was held that the date fixed for expiration 
of the lease is superseded by the date of 
bankruptey of the tenant, and the landlord 
may take possession without bringing an 
action to dispossess against under-tenants, 
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NEW NATIONAL BANK TO SUCCEED UNION AND GUARDIAN TRUST 
COMPANIES OF CLEVELAND 


The Union Trust Company and the Guard- 
ian Trust Company of Cleveland, which 
have been in the hands of conservators, will 
be succeeded by a new national bank, bear- 
ing the title of First National Bank and 
which is being organized with the approval 
of the Secretary of the Treasury and with 
the assistance of borrowings from the Re- 
construction Finance Corporation. The plan 
involves separate sales of the liquid assets of 
the two trust companies at face value, to 
the new bank. This is designed to make 
available an initial liquidating dividend to 
depositors and other creditors. The initial 
liquidating dividend will make available to 
depositors and creditors of the Union Trust 
Company approximately 35 per cent of their 
balances remaining after the 5 per cent with- 
drawal heretofore permitted. Depositors and 
creditors of the Guardian Trust will receive 
an initial dividend of 20 per cent of their 
balances remaining after the 1 per cent here- 
tofore allowed. The remaining assets of the 
two institutions will be separately liquidated 


in an orderly manner for the benefit of de- 
positors and other creditors. 

The 
bank 
common stock of $5,000,000 to assure success 


reorganization of the new national 
calls for minimum subscriptions to 


accounts, are 
sub- 


and which, according to latest 
readily forthcoming. This minimum 
scription will be matched by a subscription 
of equal amount of preferred stock by the 
Reconstruction Finance Corporation. On this 
and estimates subject to change the 
pro-forma initial balance sheet of the new 
bank should show preferred stock $5,000,000 ; 
common stock $2,000,000: surplus $2,000,000 
and undivided profits $1,000,000 with esti- 
mated total assets of $85,379,000 consisting 
of $30,929,000 cash: $14,008,000 U. S. securi- 
ties pledged to secure public funds; $39,922,- 
000 commercial and collateral loans and mis- 
cellaneous items. 


basis 


There was considerable doubt as to what 
disposition would be made with the large 
volume of trust and estate funds adminis- 
tered by the Union Trust Company and the 
Guardian Trust Company. The organization 
announcement sets forth that the new na- 
tional bank will conduct estates trust, corpo- 
rate trust and stock transfer departments 
and will be prepared to assume the trust 
business of the old banks as rapidly as satis- 


factory arrangements can be made with in- 
terested parties. 

The new bank will own no real estate. It 
will receive both commercial and savings de- 
posits and also take over the safe deposit 
departments of the old banks with complete 
foreign exchange facilities. The plan does 
not in any way restrict the enforcement of 
the double liability of the stockholders of the 
old Union and Guardian trust companies. 
The initial board of the new bank will be 
selected by the organization committee and 
incorporators with the approval of the Re- 
construction Finance Corporation. 

The reorganization plan appears to com- 
mand the general approval of depositors and 
creditors of the old banks as well as of the 
financial and business interests of Cleveland. 
The agreement is the result of numerous 
conferences both in Cleveland and at Wash- 
ington, at which the interests of the respec- 
tive trust companies were represented by re- 
organization committees. Subseriptions to 
stock are coming in favorably. 


J. R. Kraus 


Former Chairman of the Union Trust Company, who is 
slated for the Presidency of the new First National Bank 
of Cleveland 
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PROGRESSIVE DEVELOPMENTS AT NATIONAL CITY BANK 
OF NEW YORK 


Under the active guidance of James H. 
Perkins as chairman of the board of directors 
the National City Bank of New York is initi- 
ating constructive policies of readjustment 
and frank contact which is making a most 
favorable public impression. It is also evi- 
dent that the personality of Mr. Perkins is 
stimulating a spirit of loyalty and enthusi- 
astic cooperation among officers and employ- 
ees, from top to bottom, which gives every 
assurance that the National City Bank will 
come through this testing period with strong- 
er sinews and new strength as it has through 


every national reverse during the more than. 


100 years of its history. This feeling is like- 
wise shared by customers, depositors and 
stockholders of this great bank. Mr. Per- 
kins gives expression to this sentiment and 
pays tribute to the personnel of the bank 
as men of sound training and experience, ac- 
tuated by a high sense of duty. He says in 
the closing lines of a recent statement: 

“For more than a hundred years this bank 
has served its customers. I -cannot too 
strongly express my appreciation of their 
continued loyalty. The service which the 
bank offers them is complete and is _ inti- 
mately interlocked with American commerce 
both at home and abroad. Through wars 
and depressions, small and great, the bank 
has stood secure; after every period of test- 
ing, it has gained in strength. It will be 
my purpose to keep it secure and to conduct 
it with a full sense of its responsibilities 
toward its customers, its shareholders and 
the public. To this end I invite your co- 
operation.” 

Three important developments mark the 
administration of Mr. Perkins and his asso- 
ciates. The first decision was: to divorce the 
security affiliate, the National City Company, 
which has been practically effected with com- 
plete separation of operating personnel and 
removal of the company to quarters at 44 
Wall street. The second step was the reduc- 
tion of the bank’s last quarterly dividend 
from 50 to 25 cents per share. The third 
and latest step was the transfer from surplus 
and undivided profits of $30,000,000 to set 
up additional reserve items the collection of 
which may be delayed or doubtful. 

The reduction in dividends was voted not- 
withstanding the favorable earnings for the 
first quarter of the year. The March 31st 
statement shows net profits for the first 
quarter of $6,079,000 after charges, equal to 


98 cents a share as compared with the voted 
25 cents per share dividend distributed for 
the same quarter. While the March 31st 
statement reflects the withdrawal of deposits 
to which banks in general were subjected 
and which forced a national banking mora- 
torium, the net decrease is not as large as 
might be expected. Deposits amount to 
$1,023,319,821. Resources aggregated $1,394,- 
052,986 including cash on hand and due from 
banks $265,365,823 with holdings of U. S. 
Government securities amounting to $240,- 
259,345. Surplus and undivided profits after 
giving effect to transfer of $30,000,000 for 
additional reserves, aggregates $55,983,030. 

Mr. Perkins, in announcing the successive 
developments at the National City, stated 
that it would be his fixed policy to keep 
stockholders fully advised as to all important 
steps. This policy meets with hearty ap- 
proval in public as well as banking circles 
and is regarded as setting an example for 
banks generally. 

The election of Joseph P. Ripley, vice- 
president of the National City Company, as 
executive vice-president, has been announced. 
Since February 27th, when Charles E. Mitch- 
ell resigned as chairman and Hugh S. Baker 
as president, Horace C. Sylvester, Jr., had 
been the ranking executive officer. 


CHARLES E. HOWE RETIRES FROM 
ACTIVE BANKING 

Charles E. Howe, treasurer of the Ameri- 
can Security & Trust Company of Washing- 
ton, D. C., and associated with that company 
for forty-two years, has been obliged to re- 
sign on account of ill health. He will be 
sorely missed by associates and customers 
of the bank because of his unfailing cour- 
tesy and genial nature. The board of di- 
rectors accepted his resignation with deep 
regret and elected James C. Dulin, Jr., one 
of the assistant treasurers, to fill the va- 
eaney. William E. Schooley was elected an 
assistant treasurer, in charge of the securi- 
ties department. 

The 162d dividend 


declared by the 
directors of the American Security for the 
first quarter of the current year. 


was 


Zequests to be given to fifty-nine friends 
annually on their birthdays were provided 
for in a will filed for probate recently in 
Toledo, Ohio, by the late Frank J. Neel, art 
connoisseur. 
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A CENTURY OF PROGRESS—CHICAGO’S WORLD FAIR 


When the second international World’s 
Fair’ opens in Chicago on June Ist, the occa- 
sion will mark the close of the most impres- 
sive hundred years of material progress ever 
witnessed in man’s history, and by coinci- 
dence, the centennial of the founding of 
America’s second greatest city. At this ex- 
position will be dramatized the advance- 
ment of sciences and industrial arts, through 
picturesque stages of development which in- 
ventive genius have made possible, culminat- 
ing in a presentation of the wonders of mod- 
ern industry, communication, medical sci- 
ence and architecture. 

The history of industrial activity will be 
chronicled by the Century of Progress Expo- 
sition in all fields of enterprise; railroads 
and other branches of transportation, oil 
production and mineral industries, electrical, 
radio and communication industries, print- 
ing and graphic arts, agricultural imple- 
ments and food products, office and house- 
hold appliances, chemistry and medical sci- 
ences will be represented by exhibits of ‘the 
leading corporations of the nation and most 
of the states. The triumphs of architecture 
will be found both in the exposition build- 
ings and in the modern houses of the Home 
and Industrial Arts group. 

Industries have contracted to spend four 
millions for purchase of exhibit space or con- 
struction of special buildings in addition to 
contracts for concessions, offering spectacu- 
lar forms of entertainment, amounting to 
over $3,500,000, with prospects of two mil- 
lion more from further concessionaires. It 
is interesting to note that this vast project 
imposes no obligations on taxpayers, but is 
privately financed, under the presidency of 
Gen. Charles R. Dawes, through the issue of 
ten millions of bonds, practically all of which 
has already been sold, about two million as 
exchange for materials or services to be 


used in’ construction and operation. Of that 
sum, approximately eight millions have been 
expended so far in preparation of grounds 
and buildings and for overhead expenses. 
The committee has consistently followed the 
practice of making no contracts beyond the 
cash resources held in the bank, and interest 
on outstanding bonds has in all cases been 
promptly met. Expenditures by exhibitors 
as well as by the Exposition are approaching 
twenty million in addition to appropriations 
made or to be made by the Federal Govern- 
ment, forty-four of the states and sixteen 
foreign governments which will give a truly 
international aspect to the Fair. 

Among the exhibits of unusual interest 
will be a model Hollywood, completely 
equipped, a million-dollar Sky Ride on cable 
cars over the breadth of the grounds, a re- 
production of the Golden Pavilion of Jehol 
housing Oriental art treasures, beside the 
striking architectural effects of the Court 
of States and other buildings, the lagoons 
and gardens. At the gateway are the famous 
Field Museum of Natural History, the Adler 
Planetarium, the Chicago Art Institute and 
the Shedd Aquarium, also located along the 
shore of Lake Michigan, within an over- 
night ride of sixty million people. 

When the Exposition closes on November 
1st it will have paid tribute to the men 
who have shaped our destiny during the 
greatest century of progress known, and will 
have borne indisputable evidence that man 
is master of his universe. 

The Chicago chapter of the American In- 
stitute of Banking will be host to members 
visiting the Chicago Century of Progress Ex- 
position on Bankers’ Day, June 12th. 

The United States still retains its dominant 
position as the world’s leading export nation, 
according to Commerce Department reports. 
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THIRTIETH, ANNIVERSARY OF THE 
CALIFORNIA BANK OF LOS ANGELES 
Thirty years ago when Los Angeles had a 

population of only 135,000 as compared with 
present population of more than _ 1,250,000 
souls, the big California Bank of that city 
took root as the American Savings Bank. At 
the head of the California Bank today is 
Andrew M. Chaffey, who was the founder 
of the parent institution in 1903 and to 
whose vision as well as his ability to sur- 
round himself with loyal and capable asso- 
ciates, must be given the credit for building 
up a banking organization which is not only 
‘among the largest, strongest and most suc- 
cessful on the Pacific Coast, but ranks fifty- 
sixth in size among the largest banks of the 
United States. To the thousands of patrons, 
clients and others familiar with the Cali- 
fornia Bank, it stands for more than “just 
another bank.’ The atmosphere which pre- 
vails at the main office and which finds re- 
flection in all of the fifty-four branches in 
Los Angeles county, is one that first of all 
makes an impression of frank helpfulness 
and of service before profit. Mr. Chaffey and 
those who have labored with him, long ago 
realized that profits take care of themselves 
when the primary factor of genuine service 
is steadily adhered to for all alike. 

Mr. Chaffey has had an exceptionally in- 
teresting career as a banker. He first came 
to Los Angeles with his parents fifty-one 
years ago when the town boasted of 12,000 
population. His father George Chaffey, was 
a man of unusual talent for organization. He 
helped organize the colonies of Etiwanda 
and Ontario. He was also instrumental in 


organizing the Los Angeles Electric Com- 
pany, the parent company of the Los An- 


geles Gas & Electric Corporation. 

Later young Chaffey moved with his fam- 
ily to Australia, where after completing his 
education, he began his banking career as 
agent of an Australian bank at Mildura, 
during the early nineties... In 1901 he or- 
ganized the First National Bank of Ontario 
and then entered the Los Angeles banking 
field in 1903 as a teller of the American Na- 


tional Bank. While associated with this 
bank he organized the American Savings 
Bank, the predecessor of the California 
Bank. In 1905 Mr. Chaffey was instrumental 


in opening the first branch bank in Califor- 
nia, known as the Boyle Heights Branch and 
now the Hollenbeck Heights Branch of the 
California Bank. In 1911 the American Sav- 
ings Bank purchased controlling interest in 
the Hibernia Savings Bank, followed by con- 
solidation with the Home Savings Bank and 
in 1920 merger of the Hibernian and Home 
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Savings banks and shortly after adoption 
of the present title of California Bank. <As- 
sociated and owned by the California Bank 
is the California Trust Company, which com- 
mands a leading position among trust com- 
panies of the country, for its high standard 
of efficiency in trust organization and ad- 
ministration. 


Commenting reminiscently of the inception 


and growth of the California Bank, Mr. 
Chaffey says: “In the thirty years that 
have elapsed there has been a remarkable 


development in the community. Los Angeles 
has grown from a city of approximately 135,- 
000 population to one of more than 1,250,- 
000; a ‘mud flat’ has been turned into a 
port of world-wide importance: a compara- 
tively unknown community has become the 
international film capital; a manufacturing 
center has arisen, made possible by cheap 
power; Los Angeles County has become one 


of the world’s wealthiest agricultural dis- 
tricts; a winter resort has been changed into 


a nation’s all-year playground. 

“Credit for the institution’s growth should 
given to the loyal and efficient service 
given by its hundreds of employees, its of- 
ficial family, and to its directorate, com- 
posed of men representative of the business 
and civie life of southern California.” 


be 





ANDREW M. CHAFFEY 
President and a founder of the California Bank of Los 


JAngeles, which is celebrating its thirtieth anniversary 
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CHASE NATIONAL BANK PLANS TO DIVEST ITSELF OF 
SECURITIES AFFILIATES 


As foreshadowed by the public statement 
made on March 8th by Winthrop W. Aldrich, 
chairman of the governing board and _ presi- 
dent of the Chase National Bank of New 
York, formal announcement was forthcoming 
on April 5th, following a meeting of the 
board of directors, that plans will be submit- 
ted to shareholders at a special meeting on 
May 16th, designed to separate the Chase 
National Bank completely from general in- 
vestment and securities operations, heretofore 
conducted through its affiliated Chase Securi- 
ties Corporation and the Chase Harris 
This step was prompted, 
according to the announcement, as dictated 
by sound banking policy and responsive to 
enlightened public opinion. Mr. Aldrich 
stated that these are extraordinary times 
which call for wise and conservative adjust- 
ment as well as intelligent preparation to 
meet future requirements and provide im- 
proved commercial banking facilities. 


Forbes Companies. 


At a meeting of the directors on April 5th 
a report was received from a special com- 
mittee of directors detailing various plans 
of separating the commercial banking busi- 


WINTHROP W. ALDRICH 


Chairman of the Governing Board and President of the 
Chase National Bank of New York 


ness of the bank from investment affiliations. 
Accordingly various proposals were acted 
upon to be submitted to the shareholders 
meeting for ratification. First, the charter 
of the Chase Securities Corporation is to be 
amended so as to eliminate from its activi- 
ties the business of distributing securities to 
the public, including the business of issuing, 
floating, underwriting, publicly selling at 
wholesale or retail any type of securities. It 
is proposed to preserve the charter of the 
Chase Securities Corporation, eliminating, 
however, the word “Securities” in the title, 
in order to hold or make proper disposition 
of remaining investments, including its in- 
vestments in the American Express Co. 

Another proposal to be acted upon and in 
accordance with the published announcement 
by Mr. Aldrich regarding unwieldy boards 
of directors, will reduce the number of direc- 
tors on the board of the Chase National from 
seventy-two to not more than forty. Mr. 
Aldrich furthermore commends the emer- 
gency banking legislation initiated by Presi- 
dent Roosevelt and comments upon the sta- 
bility of the Chase National as a fifty-six- 
year-old institution, by pointing out that de- 
posits of the bank increased from March 3d 
to Mareh 3lst from  $1,236,000,000 to 
$1.306,000,000. 

The financial statement of the Chase Na- 
tional, as of March 31st, shows that earn- 
ings of the bank for the first quarter exceed- 
ed dividend requirements by more than two 
million dollars, which amount was added to 
undivided profits, making the March 31st 
figure $13,199,000 as compared with $11,130,- 
000 on December 31, 1932. 

Resources total $1,777,727.000, as compared 
with $1,.856,290,000 on December 31, 1932. 
Cash in the bank’s vaults and on deposit 
with the Federal Reserve Bank and other 
banks amounted to $289,489,000 as compared 
with $391,297,000;: investments in United 
States Government securities $179,904,000 as 
compared with $214,996,000; securities ma- 
turing within two years, $134.113,000 as com- 
pared with $116,305,000; other bonds and se- 
curities including stock in the Federal Re- 
serve Bank, $123.598,000 as compared with 
$115.400,000: loans and discounts $905,532,- 
000 as compared with $887,187,000. Total 
deposits were $1,306,745,000, as compared 
with $1,236,000,000 on March 3d before the 
banking holiday and with $1,466,000,000 on 
December 31, 1932. 
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CLINTON DEWITT BURDICK 

Probate of the will of Clinton DeWitt Bur- 
dick, president of the Title Guarantee & 
Trust Company of New York, who died April 
ilth, at his home in Brooklyn, shows that 
the entire estate will be divided equally be- 
tween his two sons, Howard and Robert A., 
who are associated with the Title Guarantee 
& Trust Company as assistant vice-presi- 
dents. Mr. Burdick’s wife died a year ago. 
During his lifetime Mr. Burdick gave gener- 
ously of his private means to religious, char- 
itable and educational activities, 

Mr. Burdick’s death removes one of the 
worthiest and most able executives from the 
New York banking and trust company field. 
He was also president of the Bond and Mort- 
gage Guarantee Company, affiliate of the 
Title Guarantee & Trust, up to the time of 
his death. Practically his entire career was 
with the trust company, joining the organi- 
zation soon after his admission to the bar 
at the age of twenty-five. He began as junior 
clerk, becoming first vice-president in 1922. 
In 1923 he succeeded Frank 
dent. Under his guidance the Title Guaran- 
tee & Trust Company carried forward the 
fine traditions and policies which character- 
ized the administration of the late Clarence 
H. Kelsey, a founder and for many years 
president of the company almost from its 
beginning in 1883. 

Aside from his business concerns Mr. Bur- 
dick was earnestly devoted to church affairs. 
Last year a luncheon was given in his honor 
by the alumni of Wesleyan University to 
mark the twenty-fifth year of his service as 
treasurer of the university, during which 
period the institution’s endowments increased 
from $1,500,000 to over $5,130,000. He was 
officially identified with a number of religi- 
ous and educational organizations. 

Mr. Burdick born July 24. 


3ailey as presi- 


was 1865 at 
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Smyrna, N. Y., graduating from Cazenovia 
Seminary in 1882 and from Wesleyan Uni- 
versity in 1886, from which he received the 
honorary degree of Doctor of Laws in 1921. 
He was a director of the Corn Exchange 
Bank & Trust Company, Home Life Insur- 
ance Company of New York, Westchester 
Title & Trust Company and a number of 
other banking, real estate and insurance 
corporations. 


THOMAS B. PATON 

Thomas B. Paton, for the past twenty-five 
years general counsel of the American Bank- 
ers Association, died at his home in Forest 
Hills, New York, Tuesday, March 28th. Mr. 
Paton, who won national recognition as one 
of the country’s leading authorities on bank- 
ing and commercial law involved in banking 
operations, was born in New York City, May 
7, 1861. He was educated in the New York 
public schools and later completed a special 
course at Columbia University, following 
which he entered a law office as clerk and 
stenographer. In 1883 he was admitted to 
the Bar and for a number of years practiced 
law and served as editor of the law depart- 
ment of the Journal of Banking. In 1889 he 
established the Banking Law Journal, con- 
ducting its publication for several years, 
when he severed his connection with it in 
1908 to enter the services of the American 
Bankers Association. 

During his quarter century of activity as 
general counsel of the association Mr. Paton 
made a deep impress on the banking and 
commercial law of the entire nation, being 
author or largely instrumental in the passage 
of many federal and state statutes. 

Mr. Paton’s opinions on questions of bank- 
ing law, many thousand in number, have 
been compiled in book form under the title 
“Paton’s Digest.” 





TRUST COMPANIES 


Thoroughly organized to handle your Baltimore 
Banking and Fiduciary Business 
promptly and effectively 


MARYLAND TRUST COMPANY 


Main Office: N. W. Cor. Calvert and Redwood Streets 
BALTIMORE 


MEMBER 








FEDERAL RESERVE SYSTEM 





CARDOZO ELECTED SENIOR VICE-PRESI- 
DENT OF CITY BANK FARMERS TRUST 
COMPANY 

A happy occasion recently at the City 
Bank Farmers Trust Company of New York 
and in which the entire staff shared, was the 
advancement of William B. Cardozo from a 
vice-presidency to the rank of senior vice- 
president. On December 12, 1931 Mr. Car- 
dozo completed fifty years of uninterrupted 
service with the Farmers and shortly after 
was elected a director of the company. The 
half-century anniversary brought testimoni- 
als of esteem and affection from his associ- 


WILLIAM B. CARDOZO 


Elected Senior Vice-president of the City Bank Farmers 
Trust Company of New York and who recently completed 
fifty years association with that Company 


ates and from employees who joined in the 
presentation of a set of silver plate. The 
gift was presented by the president, James 
H. Perkins, who was recently also elected 
chairman of the board of the National City 
Bank. 

Mr. Cardozo was born in New York in 1865 
and is a cousin of Justice Benjamin N. Car- 
dozo of the United States Supreme Court. He 
came to the old Farmers at the age of six- 
teen and was put to work as general office 
boy at a salary of $25 a month. He devel- 
oped a special aptitude for real estate af- 
fairs and is a recognized authority on the 
subject as well as in trust administration. 
His election as senior vice-president is a de- 
served tribute to his loyalty and efficient 
service as well as a personality that com- 
mands high esteem. 

Announcement is also made by the City 
Bank Farmers of the election of Carl Taylor 
of the law firm of Mitchell, Taylor, Capron & 
Marsh, as a director of the company. 

INCREASING EFFECTIVENESS OF 
ESTATE ASSETS 

The Chase National Bank has issued a 
folder which describes the four major life 
insurance payment plans as means of en- 
hancing the value of estates. The four plans 
are: payment of cash to the estate of the 
insured; payment of cash to named benefi- 
ciaries; payment to named beneficiaries un- 
der what is known as the “policy options of 
settlement”; payments to a trustee under a 
life insurance trust. The folder also de- 
scribes how a life insurance trust operates 
in paying estate liabilities and providing fam- 
ily income. 


The banking business of the Essex Title 
Guaranty & Trust Company of Montclair, 
N. J., has been taken over by the Montclair 
Trust Company, involving a transfer of over 
$700,000 deposits. 
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BROOKLYN TRUST COMPANY ADDS 
FIVE MILLION TO RESERVES 

The conservatism which has characterized 
the Brooklyn Trust Company since its in- 
ception, is again notably in evidence. An 
announcement from the president, George V. 
McLaughlin, carries the advice that within 
the first quarter of this year reserves have 
been increased another $5,000,000 bringing 
total reserves to $10,665,062 and leaving capi- 
tal at $8,200,000, surplus fund $4,000,000 and 
undivided profits of $1,854,458. In distribut- 
ing the March 31st financial statement, Presi- 
dent McLaughlin advised stockholders as 
follows: 

“Effect has been given to a transfer of 
$4,000,000 from surplus and $1,000,000 from 
undivided profits to other reserves. This 
action was taken by your board of trustees 
in accordance with its conservative policy of 
maintaining and strengthening reserves for 
any possible contingency. 

Earnings of the company for the first 
three months of the current year were suffi- 
cient for the declaration of a dividend on 
the capital stock at the former rate of $2.50 
per share quarterly. It was deemed advis- 
able and conservative of your interest and 
the interest of depositors, to add to reserves 
a larger portion of current earnings, and 
accordingly a quarterly dividend of $1 per 
share was declared for payment April 1, 1933. 
and other have been re- 
duced and every effort is being made to ef- 
fect economies in the operating expenses of 
the company.” 

The March 31st financial statement shows 
total resources of $125,957,734 as compared 
with $142.377,611 at close of last year with 
eash and highly liquid resources of $91,289,- 
865, embracing cash on hand and due from 
Federal Reserve and other banks of $29,- 
281,084: U. S. Government bonds $7,667,994 ; 
municipals $4,131,716; other securities $23,- 


Salaries expenses 


281,022; bankers’ acceptances $5,707,309 and 
demand loans secured by collateral $21,220,- 
738. Time loans and bills purchased amount 
to $19,882,865. Deposits aggregate $97,794,- 
645. 

The Brooklyn Trust Company has an- 
nounced discontinuation of its Eighth avenue 
branch office at 5,918 Eighth avenue, Brook- 
lyn, and will consolidate the business of the 
branch with that of the Fourth avenue of- 
fice, Brooklyn. 


EARNINGS OF CHEMICAL BANK 
Earnings of the Chemical Bank & Trust 
Company of New York after regular and 
special reserves, amounted ito $1.90 per share 
for the first quarter. Dividend requirements 
are $1.80 per share. During the past year 
the bank held cash and Government securi- 
000, the March 31st statement showing a to- 
tal of $275,182,745. Against these deposits 
the bank held cash and Government securi- 
ties of $165,143,819, or 60 per cent of the 
total. In addition acceptances and other 
eligible paper plus demand loans totaled $80,- 
966,247. This made a total of immediately 

realizable assets 90 per cent of deposits. 


FORMER U. S. ATTORNEY GENERAL 
JOINS LAW FIRM 

William D,. Mitchell, former Attorney 
General of the United States, has become a 
member of the New York law firm now 
known as Mitchell, Taylor, Capron & Marsh. 
This is one of the outstanding law firms in 
New York City, specializing in corporation 
law, taxation and estate matters. Announce- 
ment is made of the retirement from the firm 
of Henry C. Eldert on account of illness. 


3anking Department 
has taken over for liquidation the Merean- 
tile Bank & Trust Company of New York 
with deposits of above $2,700,000. 


The New York State 
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UNIQUE FEATURES OF NEW UNION 
PASSENGER STATION AT 
CINCINNATI, OHIO 

Aside from its modernistie facilities and 
magnitude of construction the imposing new 
Union Passenger Station recently opened in 
the west end of the city of Cincinnati, O., 
is a concrete expression of the progressive- 
ness and faith of American railroad man- 
agement in the future of the country. The 
terminal and its accessories is really a city 
in itself with every conceivable convenience 
for passengers and for rapid handling of 
passenger traffic. The imposing facade and 
high half-domed roof with its artistic two 
wings giving a total frontage of 550 feet, 
is upon an elevation where it will not be 
affected by the flood waters of the Ohio 
River. 

The main concourse is a spacious chamber 
of SO feet wide and 500 feet long with plat- 
forms serving sixteen tracks. The rotunda 
is decorated with large silhouette mosaics 
typical of Cincinnati development and lead- 
ing industries. Besides the customary con- 
veniences of restaurants, waiting rooms, etc., 
there is a motion-picture theater. Other 
features are the devices for abating smoke 
nuisance, power house, eliminating congest- 
ing of mail and express, signal and interlock- 
ing systems. A viaduct 3,500 feet in length, 
was constructed to eliminate grade crossings. 
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THIRTY-FIFTH ANNUAL REPORT OF THE NATIONAL TRUST 
COMPANY, LTD. OF TORONTO, CANADA 


The efficiency and conservative policies 
which characterize trust company adminis- 
tration in Canada, have been admirably af- 
firmed during the past year and during the 
depression period. Typical of the high stand- 
ards of fiduciary management is the record 
of the National Trust Company, Limited, 
which has its head office in Toronto. The 
thirty-fifth annual report of the company, 
covering the year 1932, was gratifying in 
its survey of continuation of activities in all 
departments and branches. Net earnings ex- 
ceeded by a comfortable margin the require- 
ments for dividends, taxes, ete. They 
amounted to $466,791.88, which together with 
$279,857.05 brought forward from undivided 
profits at close of 1931, gave a total of $746,- 
648.938. Out of this was paid quarterly divi- 
dends at the annual rate of 12% per cent. 
amounting to $375,000, for taxes, other than 
on real estate, $84,953 and carrying forward 
in profit and loss account the sum of $286,695. 
The capital stock of the company is $3,000,- 
000 and reserve fund $3,000,000. 

The magnitude of the fiduciary business 
conducted by the National Trust Company is 
shown by a total of $238,935,496 held in es- 
tates, trusts and agency accounts. These fig- 
ures do not take into account the operations 
of the corporate trust departments. 

The annual meeting was presided over by 
President W. E. Rundle. The general 
manager, J. M. Macdonnell, emphasized 
the high ratio of liquidity shown in the bal- 


ance sheet which shows combined assets of 
$267,044,280. He also commented upon the 
sound position as to mortgage business and 
particularly city mortgages. Capital and 
guaranteed assets of $28,108,784 show in- 
crease over a year ago. Among capital and 
guaranteed are $9,946,698 in govern- 
ment, municipal and other bonds and deben- 
tures, call loans and cash with only $689,831 
in stocks, representing more than 93 per cent 
of total in cash and securities other than 
stocks. Government and municipal securities 
stand at approximately the same high figure 
as a year previous, at $6,529,386. Against 
total deposits of $15,236,334 there are liquid 
securities of $10,636,530, equal to 69.98 per 
cent of deposits. 


assets 


The company has followed the conservative 
practice of showing stocks and bonds other 
than governments and municipals, at their 
market value as of December 31, 1932, with 
governments and municipal bonds shown at 
cost, which is approximately 98 per cent of 
their market value. 

The board of directors, following the an- 
nual meeting, re-elected Sir Joseph Flavelle, 
Bart., as chairman of the board; W. E. Run- 
dle, president and vice-presidents as follows: 
E. R. Wood, Herbert C. Cox and Leighton 
McCarthy, K. C. The National Trust Com- 
pany maintains branches at (Montreal, Ham- 
ilton, Winnipeg, Saskatoon and Edmonton, 
with representatives in London, England and 
agency in Edinburgh, Scotland. 
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The only medium 


through which the rulings, past or 
current, of the New York Stock 
Transfer Association are made 
available is The Stock Transfer 
Guide and Service. In addition 
to the rulings of the association 
this Service also shows, in in- 
stantly accessible form, just what 
documents, waivers, endorse- 


ments, etc., are necessary for the 
transfer of any security, regard- 
less of what state’s laws may be 
involved. Used by practically all 
leading transfer agents, and by 
estate, bank and trust company 
attorneys. Write for particulars. 


THE CORPORATION TRUST: COMPANY 
120 Broadway, New York, N. Y. 





FIFTY-FIRST ANNUAL REPORT OF THE TORONTO GENERAL TRUSTS 
CORPORATION 


With more than half a century of experi- 
ence and service the Toronto General Trusts 
Corporation of Canada has steadfastly main- 
tained its growth and strong financial posi- 
tion, as reflected in the fifty-first annual re- 
port, covering the year 1932. The corpora- 
tion now has estates, trusts and agencies un- 
der administration aggregating $193,623,941 
as compared with $149,.729,164 in 1927; $115,- 
681,079 in 1917 and $70,721,368 in 1907. 

A new high record was established last 
year in point of number of estates which fell 
in for administration, exceeding the rec- 
ord of any previous year and in volume of 
business representing the sixth best year in 
the history of the organization. 

The financial position and results of the 
past year are strong proof of the stability 
of management and policies. Net profits for 
the year amounted to $396,871.71, to which 
sum is added $81,822.52 brought forward, 
1933, making total of $478,694.23. Out of 
this sum was distributed quarterly dividends 
aggregating $315,000, and after taxes and 
miscellaneous leaving a balance of $83,694.25. 


All bonds, debentures and stocks were 
written down to market value as of Decem- 
ber 31, 19382; the reserve fund is $3,000,000, 
a sum equal to paidup capital. The balance 
sheet shows combined assets of $224,047,048 
with capital account of $6,208,499; guaran- 
teed trusts account, $24,214,608 and $193.- 
623,941 estate. trust and agency accounts. 

City mortgages of $30,659,797 have dem- 
onstrated their strength during the de- 
pression period. It is of interest to note 
that cash on principal account of such mort- 
gages received during the year averaged 5.10 
per cent. The guaranteed trusts section of 
the assets and liabilities statement, which 
includes funds received under guaranteed 
certificates and savings deposits, shows 
$24,.214.608, or an increase of $208,629.87. 

The Toronto General Trusts Corporation 
with head and uptown offices in Toronto, 
maintains branches in Montreal, Ottawa, 
Winnipeg, Regina, Calgary, Windsor, Sas- 
katoon and Vancouver. The Hon. N. W. 
Rowell is president, and W. G. Watson, gen- 
eral manager. 
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WALTER S. McLUCAS ELECTED PRESIDENT OF THE NEW NATIONAL 
BANK OF DETROIT 


One of the most encouraging develop- 
ments in the Detroit banking situation was 
the announcement of the election of Walter 
S. MeLuecas, chairman of the Commerce 
Trust Company of Kansas City, Mo., as 
president of the new National Bank of De- 
troit, with the approval of Secretary of the 
Treasury Woodin and of the Reconstruction 
Finance Corporation. This election not only 
assures impartial policy but also progres- 
sive reconstruction of banking conditions in 
Detroit under the leadership of the new 
national bank with capital of $25,000,000 
provided through the cooperative subscrip- 
tions of General Motors and the R. F. C. 

The new National Bank of Detroit has 
opened for business under most favorable 
assurances of public support. The opening 
day brought in approximately ten million 
deposits including a $4,000,000 deposit by the 
Chrysler Corporation; $1,000,000 by General 
Motors and $500,000 by General Electric. By 
April 17th deposits had neared $40,000,000. 

Directors of the new national bank has 
contracts with conservators of the First Na- 
tional Bank, and the Guardian National Bank 
of Detroit by which the new bank takes over 
the more liquid assets of the old banks and 


WALTER S. McLucas 


Who has been elected President of the new National 
Bank of Detroit 


which is expected to yield additional 30 per 
cent dividends to depositors. Additional loan 
commitments of $10,000,000 have been made 
by the R. F. C., to the credit of the conserva- 
tors of the two old banks to conclude the 
sale of assets to the new national bank. The 
latest authorization brings to a total of $50,- 
000,000, the amount made available by the 
corporation to assist the new national bank 
to take over the assets of the two old banks. 
A statement issued by the conservators of 
the First National and of the Guardian Na- 
tional shows that the former reported on 
March 13th, resources of $455,876,000 with 
deposits of over $373,000,000 and showing 
for the Guardian resources of $132,126,000 
with deposits of $108,103,000. 

The election of Mr. McLucas to head the 
new National bank is gratifying not only to 
the local community but also to bankers gen- 
erally. Mr. McLucas has made an excep- 
tional record as a banker and executive. The 
Commerce Trust Company of Kansas City 
has become one of the strongest and most 
successful banks of the middle and south- 
west under his guidance. His banking ex- 
perience includes the St. Joseph Stock Yards 
Bank of St. Joseph, Mo., of which he was 
cashier; the National Bank of Commerce of 
Kansas City of which he was vice-president 
and the National City Bank of New York 
of which he was a vice-president. He is 
widely known, especially in trust company 
circles and was a former president of the 
Trust Division, A. B. A. He also is a mem- 
ber of the Advisory Council of the Federal 
Reserve Board and a director of the National 
Credit Corporation. Associated with Mr. 
Lucas in the direction of the new National 
Bank of Detroit is James Inglis as chair- 
man of the board. The directors of the new 
bank comprise the following: Henry E. 
Bodman, Donalson Brown, Walter P. Chrys- 
ler, Frank Couzens, J. B. Ford, Jr., James 8S. 
Holden, James Inglis, Tracy W. McGregor, 
J. T. McMillan, Peter J. Monaghan, Stanley 
Reed, Percy Shorts and Alfred P. Sloan, Jr. 

The United States District Court has ap- 
proved the contract sales of $104,588,000 
First National Bank and $26,613,000 Guard- 
ian National Bank of Commerce assets to 
the new National Bank of Detroit. 


A bill has been introduced in the Michigan 
legislature which would authorize organiza- 
tion of companies to engage exclusively in 
the administration of estates. 
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KOKO HEAD 


CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS, over 


$3,000,000.00 


We do not transact a Banking Business 


Hawaii’s 


Oldest 


Hawaiian Trust Company, Limited 


PRESERVING THE ALLIANCE BETWEEN 
TRUST SERVICE AND LIFE INSURANCE 

A plea is made for the maintenance and 
the further advancement of the cooperative 
efforts to ally fiduciary protection to life 
insurance proceeds through creation of life 
insurance trusts, by Stuart F. Smith, Pitts- 
burgh manager of the Connecticut General 
Life Insurance Company. He says: 

“T have always believed that the trust 
company has a very important and necessary 
place in the proper distribution and manage- 
ment of life insurance funds. The new legis- 
lation in its tendeney toward further segre- 
gation of the corporate fiduciary will make 
the service of trust companies of even great- 
er importance than has been the case in the 
past. 

“While the life insurance company is un- 
equaled in its facilities for completely dis- 
bursing funds over a life span as is often 
advisable, it is not perfectly equipped to dis- 
burse funds where flexibility is necessary 
and the demands uncertain. In many in- 
stances the correctly designed life insurance 
estate must contemplate the use of both in- 
stitutions. 

“It is regrettable that in many instances 


HONOLULU, HAWAII 


Trust 
Company 
— 


salesmen of life insurance who have in the 
past advocated strongly the use of trust 
companies to administer life insurance funds, 
are now in process of tearing down the con- 
fidence of their policyholders in the very 
thing they were so strongly advocating a 
short time ago. One cannot but believe that 
this change in position is born of an inclina- 
tion to take the line of least resistance rather 
than of an examination of the facts and a 
carefully applied knowledge of the needs of 
the insurance policyholder. 

“It is certain that the trust company has 
performed and will continue to perform a 
very real service to insurance policyholders 
in the proper distribution of estate funds.” 


Among claims for balance of philanthropic 
bequests as well as other liabilities recently 
allowed by the Probate Court of Chicago 
against the Julius Rosenwald estate, was 
a claim of $7,825,000 allowed the Chase Na- 
tional Bank of New York. 

George T. Newell of the Manufacturers 
Trust Company of New York has been nomi- 
nated president of the New York Chapter, 
A. ¥. 3B. 
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The 


Oldest Trust Company 


in Pittsburgh 


ESTABLISHED 1867 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 


NORTHWEST BANCORPORATION 
CONCENTRATES TRUST BUSINESS 

A new trust business development depart- 
ment has been established by the Northwest 
Bancorporation of Minneapolis, Minn., to 
coordinate trust departments of the various 
units in the group organization, scaling down 
the number of trust departments from 
twenty-five to eleven. Clarence E. Drake, 
assistant secretary and trust officer of the 
Minnesota Loan & Trust Company, las been 
given the additional post of vice-president of 
the Northwest Bancorporation to take charge 
of the new department. 

The 126 banks and trust companies affiliat- 
ed in the Northwest Bancorporation group 
have classified as 190 per cent sound 
institutions and licensed to transact busi- 
ness without restrictions, Since the termina- 
tion of the national bank holiday, deposits 
in these banks have shown an increase of ap- 
proximately $24,000,000 or over 9 per cent. 


been 


At a recent meeting of the board of diree- 
tors of the Bankers Trust Company of New 
York, E. E, Beech was elected vice-president. 
W. F. Rutherford was appointed assistant 
vice-president: David B. Mathias, assistant 
auditor and J. F. Rath. assistant secretary. 


WILMINGTON TRUST COMPANY 

The Wilmington Trust Company of Wil- 
mington, Dela., renders an excellent state- 
ment under date of March 3lst showing 
banking resources of $38,583,926 with cash 
and due from banks of $5,930,000; U. S. Gov- 
ernment bonds $8,880,873; call loans $1,933,- 
500; other securities $4,009,398; demand 
loans $9,862,699 and other loans $5,938,360. 
Deposits amount to over $23,670,000. Capi- 
tal is $4,000,000; surplus and undivided prof- 
its $10,130,660 and reserve for contingencies 
$353,224. The company administers a total 
of $169,000,000 personal trust funds. 


VIRGINIA TRUST COMPANY 

The March 31st financial statement of the 
Virginia Trust Company of Richmond evi- 
dences the stability of this institution which 
has steadfastly adhered to highest banking 
and fiduciary standards. Banking resources 
amount to $7,S05.6S7, with cash on hand and 
in banks of $1,564,650; bonds and _ invest- 
ments $2,297,249; loans and discounts $3,- 
425,342. Deposits total $5,303,451. Capital 
is $1,000,000; earned surplus $500,000; un- 
divided profits $128,324 and reserve for con- 
tingencies, etc., $855,466. The company ad- 
ministers a large volume of estate and per- 
sonal trust funds. 


APPOINTED TO BOARD OF JOHNS 
HOPKINS 

I), Luke Hopkins, vice-president of the 
Maryland Trust Company, Baltimore, has 
been appointed a member of the Board of 
Trustees of the Johns Hopkins University. 
Mr. Hopkins is a graduate of Princeton and 
has for several years been prominently iden- 
tified with charitable and public welfare en- 
deavors in Baltimore. Because of the in- 
ternational reputation of the Johns Hopkins 
University as one of the leading institutions 
of higher learning in the United States, ap- 
pointment to its board of trustees is regarded 
particular honor. According to an- 
nouncement of Dr. Joseph S. Ames, president 
of the university, Mr. Hopkins, who is thirty- 
four years old, is the youngest man ever 
appointed a trustee of the institution. 


as a 


Regulations governing accrued interest and 
stock transfers, approved by the Maryland 
General Assembly, have been distributed to 
all banks operating under the Maryland laws. 

The American Trust & Banking Company, 
Chattanooga, Tenn., capitalized at $625,000, 
announces its membership in the Federal Re- 
serve System. 
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ATTRACTIVE EXHIBIT OF YORK SAFE 
AND LOCK COMPANY AT 
CHICAGO WORLD’S FAIR 

One of the industrial exhibits at the Cen- 
tury of Progress Exhibition at Chicago which 
will doubtless attract unusual attention is 
that planned for the exhibits of the York 
Safe & Lock Company of York, Pa., which has 
installations in most of the large cities of 
the world, The exhibit will contain a com- 
plete line of bank vault and safe deposit 
equipment. 

The range of the company’s products cov- 
ers the field from the largest vaults to the 
smallest safes. It built and installed vaults 
for the Federal Reserve Bank in Chicago, 
supplies Standard Oil Company of Indiana 
with Round Door Steel Chests for every one 
of its filling stations. supplies Fire-Resisting 
Safes for all the offices in the new building 
of the House of Representatives in Wash- 
ington, and recently shipped vaults for the 
Bank of Japan in Tokyo. The company’s 
vaults are to be found in nearly all the 
countries of Central and South America, 
Manila, all the principal ports of the West 
Indies, in London, Paris, Barcelona, Lisbon 
and elsewhere. 

The York Safe & Lock Company exhibit 
won the grand prize at the Panama Pacific 
Exposition in San Francisco and also at the 
International Exposition held in Barcelona, 
Spain. 

The York Safe Company announces ap- 
pointment of H. H. Furay as representative 
in the southern states with headquarters in 
Birmingham, Ala. 


BEQUESTS DROPPED BY CODICIL IN 
STRAUS WILL 

Recent filing of the will of Herbert Nathan 
Straus. vice-president of R. H. Macy & Com- 
pany. revealed that the testator left two co- 
dicils which materially reduced gifts left to 
his widow and revoked charitable and edu- 
cational bequests amounting to about $1,000,- 
000. In revoking these gifts and bequests 
the testator stated in his codicil that such 
action was prompted by increased estate 
taxes in the revenue act of 1932 and shrink- 
age in value of assets. 


The Bank of Baton Rouge and the Union 
Bank & Trust Company, both of Baton 
Rouge, La., are planning to merge as a na- 
tional bank. 

Glenn D. Jones has been appointed trust 
ificer of the American National Bank at 
Denver, Colo., succeeding Fritz A. Nagel, 
resigned. 
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JOEL H. PRESCOTT ENTERS ON 
LEGAL PRACTICE 

The numerous friends in trust company 
circles of Joel H. Prescott, formerly senior 
vice-president in charge of the trust depart- 
ment of the Union Guardian Trust Company 
of Detroit, will be interested to learn that he 
has become associated with a new legal part- 
nership in that city. Announcement comes 
of the formation of a partnership under the 
name of Prescott, Coulter, Campbell and 
Baxter. Aside from the general practice of 
law the partnership will specialize in estate 
and trust administration and in corporation, 
real property and probate practice. Offices 
are in the Union Guardian Building. 

Mr. Prescott has made a notable record in 
trust work and as one of the ablest authori- 
ties in fiduciary administration. His 
ciates in the new law firm have also had ex- 
tensive experience in trust department ac- 
tivities. Morse D. Campbell was formerly 
vice-president of the trust department of the 
Union Guardian Trust Company. Glenn M. 
Coulter was formerly with Abbott, Owen and 
Coulter. The fourth member of the firm, 
Charles Stewart Baxter, was formerly trust 
officer of the trust department of the Union 
Guardian Trust Company. 


asso- 
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DEDUCTION OF CHARITABLE CONTRI- 
BUTIONS FROM TAXABLE INCOME 


Under an income tax decision handed down 
recently by the Board of Tax Appeals, de- 
duction from net incomes of millions of dol- 
lars in charitable contributions would be al- 
lowed. The immediate beneficiaries of the 
ruling include John J, Raskob, former chair- 
man of the Democratic National Committee, 
and Pierre S. du Pont, industrialist. They 
have assessments of $15,977 and $164,477 re- 
spectively pending against them. 

The decision holds that a taxpayer can de- 
duct charitable contributions from his entire 
income, and not just from his ordinary in- 
come after excluding capital net gains. The 
old rule was that the contributions, limited 
by law to 15 per cent be deducted only from 
ordinary income. The decision was rendered 
in the case of Aaron Straus of Baltimore, in 
which, as in the Raskob and du Pont cases, 
the contributions exceeded the ordinary in- 
come and were deducted from the entire in- 
come, including capital net gains. 

In 1930 Mr. Straus had an ordinary income 
of $43,079 and a capital net gain of $766,- 
463. His contributions for the year were 
$144,695. He deducted for contributions 15 
per cent of his total income, or $117,677. The 





bureau disallowed this deduction and _ per- 
mitted him to deduct only 15 per cent of his 
ordinary income or $6,461. While the new 
decision will affect contributions of millions 
of dollars in 1928 and 1929, when large gains 
were reported from stock market transac- 
tions, officials said that it would not affect as 
much revenue in the later years of cur- 
tailed incomes. 


The Union Planters National Bank & Trust 
Company of Memphis, Tenn., announced 
plans to absorb its state subsidiary, the 
Manhattan Savings Bank & Trust Company, 
and to divorce three affiliates. Vance Alex- 
ander, executive vice-president of the Ameri- 
can National Bank of Nashville, is to become 
president of the Union Planters National 
Bank & Trust Company. 

Application of the Fidelity Trust Company 
of Baltimore for membership in the Federal 
Reserve System has been approved. 

A new national bank, to be known as the 
First National Bank & Trust Company, will 
be organized to replace the City National 
Bank in Evanston, III. 

The Cincinnati Clearing House Associa- 
tion elected E. W. Edwards, president of the 
Fifth Third Union Trust Company, president 
for the ensuing year. 
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FIFTH THIRD UNION OF CINCINNATI 

NAMED BANK LIQUIDATING AGENT 

An unusual distinction was accorded to the 
Fifth Third Union Trust Company of Cin- 
cinnati, Ohio, recently when the State Su- 
perintendent of Banks, Ira J. Fulton, re- 
quested the bank to serve as liquidating 
agent of the Washington Bank & Trust Com- 
pany of that city. This designation was 
made possible by a recent amendment to the 
state banking laws and the Fifth Third 
Union has the honor of being the first state 
bank of Ohio to receive appointment to li- 
quidate another state bank. The Superin- 
tendent of Banks publicly expressed his sat- 
isfaction in securing the appointment of the 
trust company as liquidating agent. In an- 
other statement made by President E. W. 
Edwards of the Fifth Third Union, he said: 

“I wish to emphasize that the Fifth Third 
Union Trust Company, in agreeing to assist 
the Banking Department of Ohio by liquid- 
ating the property and assets of the Wash- 
ington Bank & Trust Company, was actu- 
ated largely by a desire to be of help to that 
bank’s depositors and to the community, as 
such liquidation will be without any gain 
or profit to the Fifth Third Union Trust 
Company. 

“T think this is the first case on record in 
Ohio where one state bank was selected by 
the Banking Department of Ohio to liquid- 
ate another state bank, and we consider it 
an honor to have been selected to act in 
that capacity. We wish to assure the de- 
positors of the Washington Bank & Trust 
Company, and the public, that we shall do 
our best to liquidate its assets, not only 
quickly but as economically and successfully 
as possible under prevailing conditions. Of 
course, in making available the first dis- 
tribution of 30 per cent to depositors and 
general creditors and 100 per cent on ac- 
count of new money deposited, the liquid as- 
sets of the Washington Bank & Trust Com- 
pany will be used.” 

Under this designation Edward F. Romer 
of the Fifth Third has been appointed a spe- 
cial deputy superintendent of banks to su- 
pervise the liquidation. 


Savings banks in New York State had 15,- 
256 more depositors on April 1st than on Jan- 
uary ist, according to the report of the Sav- 
ings Bank Association of the State of New 
York. 

Albert Edmund Angus, assistant treasurer 
of the Chemical Bank & Trust Company of 
New York, and one of the oldest employees 
in point of service in that company, died re- 
cently of a heart attack. 
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FINANCIAL STATEMENT OF FIRST 
NATIONAL OF CHICAGO 

Under date of March 25th, the First Na- 
tional Bank of Chicago publishes the first 
financial statement which gives effect to the 
recent transfer of all bank deposit liabilities 
from the affiliated First Union Trust & Sav- 
ings Bank, to the parent bank. This step 
is hailed in banking circles as a most logical 
and practical one, leaving the First Union 
Trust free to handle individual and cor- 
porate trust business while at the same 
time having the benefits of the good will 
arising from banking contacts. 

The financial statement shows exceptional 
strength as to liquidity. Of the combined 
resources of $544,096,713 there is cash and 
due from banks amounting to $160,827,496 ; 
United States bonds and certificates $78,566,- 
905; other bonds and securities $77,076,661 ; 
loans and discounts $203,772,017; customers 
liability account of acceptances $10,911,252. 
Deposits total $484,880,890 of which $121,- 
912,882 represent time deposits and $362,968,- 
008 demand deposits. Capital is $25,000,000 
with surplus fund of $15,000,000 and undi- 
vided profits $3,354,743, with reserve for 
taxes, etc., of $2,643,165. 
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BANKERS TRUST COMPANY OF NEW YORK CELEBRATES 
30TH ANNIVERSARY AND OCCUPIES NEW QUARTERS 


The Bankers ‘Trust Company of New York 
recently added two new chapters to its his- 
tory of virile growth and rapid ascendancy 
as one of the premier trust companies of the 
United States and now holding sixth place 
among the largest banks of the land. One of 
these two recent developments was the happy 
and informal reunion attended by present 
and former directors as well as former and 
present officials of the company on the eve- 
ning of April 7th. It was the thirtieth anni- 
versary of the institution and the setting was 
the newly completed and spacious banking 
room which forms part of the additional 
buildings constructed around the original 
Bankers Trust Building at the southwest 
corner of Wall and Nassau streets, with the 
familiar old pyramid _ still dominating the 
new additions. 

The second event was the formal opening 
of the unified and enlarged main banking 
plant of the company on April 20th, a scarce 
two after the completion of three 
decades of The significance to be 


weeks 
service. 


SEWARD PROSSER 


Chairman, Managing Committee, Bankers Trust Company 


attached to these two red letter occasions is 
that they not only testify to the expansion 
and growth of the Bankers Trust Company, 
vigorously maintained the face of depression 
years, but also the combination, after several 
years of temporary installations, of all de- 
partments under one roof. For operating 
efficiency, convenience of service and facili- 
ties to the public as well as simple dignity 
of exterior and interior construction, the 
amplified home of the Bankers Trust Com- 
pany leaves nothing to be desired. 

An element of fine public spirit enters into 
the conception and construction of these 
large additions to the Bankers Trust Com- 
pany building which now occupies half a 
city block, bounding Wall, Nassau and Pine 
streets, with an area of 33,000 square feet in 
the very heart of the Wall Street district. 
When plans were first undertaken in Novem- 
ber, 1930, the business depression was well 
under way. It was a period when new build- 
ing enterprise and expenditure was being 
halted. The management of the Bankers 
Trust Company determined, however, 
to begin the extensive building, wrecking and 


were 


S. SLOAN COLT 
President, Bankers Trust Company of New York 
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construction operations without delay, 
prompted not alone by need of accommoda- 
tion and economy of lowered construction 
costs, but also to make a genuine contribu- 
tion to employment and the building indus- 
try. It was a tangible expression of faith 
in the future. 

There is a pleasing harmony between the 
original building and the two large wings. 
The latter are carried to a height of 25 
stories with set-offs while the old building 
towers to a height of thirty-four stories. The 
main entrance to the banking rooms has 
been centered and enlarged at 16 Wall street. 
With an entrance to offices at 14 Wall street, 
a side entrance on Nassau street and an 
entrance on Pine street reserved for em- 
ployees and as service entrance. The en- 
larged and unified main banking room is 
one of impressive dignity and with unusual 
warmth imparted by American walnut and 
Oregon myrtle paneling. An uninterrupted 
view is afforded through the room from Wall 
In the southeast corner is the officers’ 
platform, the remainder of the space devoted 
entirely to customers’ convenience and cages. 

For the present the bank will occupy seven 
of the twenty-five floors street level 
and with five floors helow the street required 
for machinery and service facilities. The di- 
rectors’ and reservations for general 
officers are on the second floor. Special at- 
tention will be given to the quarters occupied 
by the personal and corporate trust depart- 
ments to be located on this floor. 

Thirty years ago the Bankers Trust Com- 
pany was organized as a “trust company for 
trust Company business’ and having as its 
directors official representatives from the 
leading banks of New York City and a num- 
ber from other cities. While the banking 
growth has been most marked the company 
has acquired exceptional prestige and effi- 
ciency in trust administration. Three merg- 
ers marked its career, namely that of the 
Mercantile Trust Company in 1911, the Man- 
hattan Trust Company in 1911 and the Astor 
Trust Company in 1917, with successive in- 
creases in capitalization. Besides two up- 
town branches in New York there are offices 
in London and Paris with world-wide corre- 
spondent connections. Original capital of 
$1,000,000 and $500,000 surplus has increased 
to capital and surplus of $75,000,000 as of 
December 31, 1932 with deposits ranking 
fourth largest among New York banks and 
resources of $762,000,000 as of that date. 
Typical of the conservative policy of the 
company is the recent transfer of $15,000,- 
000 from surplus and undivided profits to 


street. 


above 


room 
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contingency reserve, in addition to $5,000,000 
reported last December. S. Sloan Colt is 
president; A. A. Tilney, chairman of the 
board and Seward Prosser, chairman of the 
managing committee. 


GAINS REPORTED BY TWIN CITY 
NATIONAL BANKS 

Comparative financial statements have 
been published by the First National Bank 
and Trust Company of Minneapolis and by 
the First National Bank of St..Paul, Minn., 
both of which are affiliated with the First 
Bank Stock Corporation. As contrasted with 
the general decline in banking deposits dur- 
ing the past few months, these two banks are 
fortunate in being able to show increases 
during the period from March 3 to March 
15. First National of Minneapolis reports 
gain of nine millions during this period to 
total of $93,100,000, The combined capital, 
surplus, undivided profits and reserves also 
reveal substantial gain to $11,435,293. The 
First National of St. Paul shows deposit in- 
erease of over six millions with combined 
capitalization and reserves of $11,100,757. 
30th banks have also increased their cash 
and holdings of Government securities. 


ESSENTIALS OF AMERICAN BANKING 
REFORM 


(Continued from page 428) 


effective coordination of the 
Federal Reserve Banks is 


11. A more 
activities of the 
needed. 

12. The present emergency provisions 
with respect to member bank borrowing from 
the Federal Reserve Banks should be re- 
tained as permanent provisions. 

18. Consideration should be given to a 
possible modification of the Federal Reserve 
Act by which the System would be given 
power to change the amounts of member 
bank reserves required, for this power would 
afford control over any threat of dangerous 
credit inflation. 

14. Consideration should be given to a 
change in our Federal Reserve Act by which 
a minimum required relationship would be 
established between our stock of monetary 
gold and the combined total of our Reserve 
Notes and our bank deposits. This would 
nullify most of the dangers inherent in the 
hoarding of currency. 

15. Expansion of business activity is our 
most pressing national need. It should be 
fostered by the National Administration, by 
the Federal Reserve Banks, by all commer- 
cial banks, and by business men generally. 
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x E WILL gladly 
represent you 
in handling bank- 
ing and fiduciary 
matters in Oregon 
or the Pacific 
Northwest. 


The 
Security Savings and Trust Co. 
Affiliated with 
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Oldest National Bank West of the Rockies 


Largest and Leadi 
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PRESIDENT ROOSEVELT’S RAILROAD CO. 
ORDINATION PROGRAM ENDORSED 
President Roosevelt’s legislative program 

for control and regulation of interstate trans- 

portation was approved by John J. Corn- 
well, general counsel of the Baltimore & Ohio 

Railroad Company, in a recent address be- 

fore the Bond Club of Philadelphia. He said 

in part: “The President’s proposal to bring 
all forms of interstate transportation under 

Government control and regulation not only 

is desirable from the standpoint of the rail- 

roads, in which so much of the _ people’s 
money is invested, and the preservation of 
which is so necessary to the business of the 
country, but it is also apparent that it is de- 
sirable from the general public welfare.” 
Billions of dollars of value, Mr. Cornwell 
continued, would be added to the railroad se- 
curities in the vaults of savings banks and 
insurance companies, and the principal trans- 
portation system upon which the country’s 
business has depended for nearly a century 

would be preserved. The speaker said that a 

20 per cent increase in the volume of general 

business would enable all the railroads in 

the United States to meet their interest 
charges and in many cases pay dividends on 
their capital stock. 





THE ROYAL TRUST COMPANY OF 
CANADA 


The thirty-third annual report of the 
Royal Trust Company of Canada, with head 
office at Montreal, shows that assets under 
administration were increased over $50,000.- 
000 during the year 1932, bringing the total 
to $626,940,981. Estates and trusts managed 
by the company, exclusive of corporate 
trusts, total $479,414,081 with securities held 
for safe custody amounting to $129,324,626. 
Net profits for the year were $463,527 and 
amount brought forward from previous year 
$472,973 making total of $936,501. From 
this sum there was paid dividends at the 
annual rate of 16 per cent amounting to 
$320,000. After provision for taxes and pen- 
sion fund the sum of $534,360 carried for- 
ward in profit and loss account. Paid-in 
capital stock is $2,000,000 with reserve fund 
of $3,750,000. 

Sixty-six of the 150 individuals who re- 
turned net incomes of $1,000,000 or more in 
the United States during 1930 filed their in- 
come tax returns in the State of New York. 

Gilbert H. Perkins has been elected vice- 
president of the Chemical Bank & Trust Com- 
pany of New York. 
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MacCORMACK APPOINTED IMMIGRATION 
COMMISSIONER 

Daniel W. MacCormack, who was the 
prime mover in the organization of the Fidu- 
ciary Trust Company of New York in 1930 
and president of that company, was recently 
nominated by President Roosevelt as Com- 
missioner General of Immigration. Mr. Mac- 
Cormack will also be remembered for his 
constructive work in organizing and admin- 
istering the receivership department of the 
Irving Trust Company of New York, which 
was entrusted with all the federal receiver- 
ship cases of the Southern New York dis- 
trict by the judges of the United States Dis- 
trict Court. Mr. MacCormack has demon- 
strated exceptional ability as an organizer. 

Mr. MacCormack is of Scottish descent. 
He served with the 26th Infantry in the Phil- 
ippine Insurrection and in the World War 
was a Lieutenant Colonel in the Transporta- 
tion Corps serving as assistant executive of- 
ficer of the air transport in New York. He 
was later general inspector in charge of the 
reorganization of the transport service in 
France, and served on a mission to Russia 
for the peace conference in 1919. He was a 
member of the American Financial Commis- 
sion to Persia from 1922 to 1927. 


DANIEL W. MacCorRMACK 


Recently President and a founder of the Fiduciary Trust 
Company of New York, who has been appointed Commis- 
sioner General of Immigration by President Roosevelt 


THE 


COLONIAL 
TRUST 
COMPANY 


IN PITTSBURGH 
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Every Fiduciary 
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*» 


414 WOOD STREET 
317 FOURTH AVENUE 
314-318 DIAMOND STREET 





FORFEITURE FOR CONTESTING PROBATE 
OF WILLS 


“Forfeiture Conditions in Wills as Penalty 
for Contesting Probate” is the subject of a 
comprehensive article in the January, 1933 
issue of the University of Pennsylvania Law 
Review, written by Edwin C. Goddard. He 
concludes with the following propositions: 
(1) Conditions in a will providing for for- 
feiture of benefits thereunder by any one 
contesting the will are valid, except in cases 
involving public policy; (2) No exception 
should be made because of any supposed in- 
tent that such conditions are merely in ter- 
rorem, or were not to be enforced in the 
particular case, or involved personal prop- 
erty and not realty; (3) On grounds of pub- 
lic policy forfeiture should not be enforced 
against contestants who affirmatively estab- 
lish probable cause for contest. 


The Commercial National Bank & Trust 
Company of New York has been appointed 
transfer agent for the common and $7 cumu- 
lative preferred stock of the Amalgamated 
Leather Companies, Inc. 



















































Restricted and Closed Banks 


Bank Conservators 


A limited supply of the new edition of 
POLK’S BANKERS ENCYCLOPEDIA 
is still available with supplements to 
indicate the STATUS OF BANKS 
since the NATION-WIDE holiday. The 
special price for complete service of 
MARCH, APRIL and subsequent 
MONTHLY SUPPLEMENTS, including 
the book, is $15.00 for a limited time. 
SUPPLEMENTS without the book from 
MARCH to AUGUST, INCLUSIVE, are 
$5.00 for the COMPLETE SET. 


POLK’S 
BANKERS ENCYCLOPEDIA CO. 


New York Detroit 
524 Broadway Polk Directory Bldg. 





OHIO COURT RULES AGAINST PREFER- 

ENCE ON DEPOSIT OF TRUST FUNDS 

_ The Ohio Court of Appeals has rendered an 
interesting decision to the effect that a de- 
posit of trust funds by administrators of an 
estate in a trust company that has closed its 
doors, is not entitled to preference as a pre- 
ferred credit, under the state laws governing 
such operations. The plaintiffs are the trus- 


tees under the last will and testament of 
Curtis, deceased. Plaintiffs deposited vari- 


ous sums of money belonging to said trust 
estate in the Commerce-Guardian Trust & 
Savings Bank of Toledo. At all times after 
the moneys were so deposited up to the time 
the bank was closed for liquidation the bank 
had in its possession moneys in excess of the 
moneys in deposit in the account of the plain- 
tiffs as trustees. Plaintiffs filed their claim 
for the amount so on deposit at the close of 
business, as entitled to a preference over gen- 
eral creditors and said claims of plaintiffs 
was rejected as a preferred claim. 


Held that an administrator may lawfully 
deposit funds in a bank in his name as ad- 
ministrator without an order for that pur- 
pose from the court appointing him, and 
when an Ohio trust company, acting as ad- 
ministrator, does so, the relation of gen- 
eral creditor arises. There should not be 
a different rule when an individual, appoint- 
ed and acting as administrator, makes a de- 
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posit of funds belonging to the estate. There 
is no reason why the deposit of trust funds 
should stand on a different footing from the 
funds of an estate in the hands of an ad- 
ministrator or executor. The petition does 
not plead any facts which show that a gen- 
eral deposit of trust funds by the trustees 
would be in violation of the terms of the 
trust. No statutory provision forbids a gen- 
eral deposit of funds held by a trustee, ad- 
ministrator or executor. Demurrer 
tained. Lamb et al vs. Fulton. Ohio Ct. of 
Appeals. 


sus- 


ACTIVE SOLICITATION FOR NEW 
TRUST BUSINESS 

The “depression complex” should not be 
allowed to influence the policy of banks and 
trust companies in seeking new trust busi- 
This advice is confirmed by recent can- 
vas of the experience of a number of large 
and moderate sized trust departments of 
banks and trust companies located in larger 
cities of the middle west. The important re- 
sult from this inquiry was the definite evi- 
dence obtained that the institutions which 
actively carried on their programs of solicita- 
tion, advertising and direct mail approach 
have been able ‘to record volume of new trust 
business during the current year comparing 
in most instances favorably with previous 
normal years. Trust departments which re- 
ceived little or no encouragement in the way 
of appropriations to go after new business 
have suffered from lack of new business and 
smaller return than in previous years. 

While operations of trust departments and 
profits derived from trust business under ad- 
ministration, reflect the adversities of general 
business and shrinkage of values and income, 
the earnings of trust departments have in 
numerous cases enabled banks to meet deficits 
arising from other departments and contrib- 
uting to dividend and fixed requirements. 
This is true particularly of trust departments 
which obtained the right kind of cooperation 
from the executive management and recog- 
nizing that bad times in business generally 
provide the best “open season” for cultivating 
new trust business. 


ness. 


A grant of $50,000 from the Julliard Foun- 
dation was recently forthcoming for the Met- 
ropolitan Opera Company of New York, au- 
thorized by the Julliard trustees, including 
George W. Davison, president of the Central 
Hanover Bank & Trust Company and Wil- 
liam C. Potter, president of the Guaranty 
Trust Company of New York. 

The Trust Company of Larchmont, N. Y., 
has been reopened on an unrestricted basis. 
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“TRUST SERVICE 
EXCLUSIV ELY~ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated with First National Bank 





























PRESENT FUNCTION OF FINANCIAL 
ADVERTISING 


Thomas J. Kiphart, whose work as mana- 
ger of advertising and publicity at the Fifth 
Third Union Trust Company of Cincinnati. 
Ohio, has earned the approval of financial 
advertising authorities throughout the coun- 
try, has this to say as to the most potential 
influence that financial advertising can exert 
under present conditions : 

“Financial advertising has a 
function to perform for the banks of 
country. That function is to change the 
mood of the people, as it now relates to 
banks, and restore full public confidence in 
our banking structure. That a bank has, 
in the past, enjoyed great prestige in its 
community is not sufficient in the light of 
the present mood of the people. Banking— 
and that means all banks—must re-establish 
itself, prove its great worth to the people, 
so that there is a thorough understanding 
of the mutual interdependence of banks, de- 
positors and the economic well-being of our 
country. jank advertising must affect the 
human mind constructively so that there 
will be a changed attitude toward banking. 
There is no escaping this fact. Advertising 
Will do the job well, if given a chance.” 
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OFFICES ACROSS CANADA 


Ste TORONTO 
GENERAL TRUSTS 


CORPORATION 


More than Fifty Years’ 
Experience as 


ExEcuTOR and TRUSTEE 


ASSETS UNDER ADMINISTRATION OVER 
$200,000,000 


* 


GIOVANNI DEMARTINI’S WILL 
The Deputy State Treasurer of Oregon, in 
charge of inheritance tax collections, recently 


came across the following will, 
1928 by Giovanni Demartini: 

“T here declare that I am about to make 
my will; and that while I live I want to be 
the owner of my property. After my death 
my wife will be the owner while she lives. 
And then I leave it to my son, Angelo De- 
martini. But he has to give 500 dollars to 
each sister. And if they are not satisfied 
and they want to go to court he will then 
give them a dollar each, And the farm that 
IT have and the shares that I have on the 
market he cannot sell them until he is 50 
years of age. 

I here also declare that when I am dead 
that they put me in a beautiful casket and 
that they put me in a@ beautiful plot and 
that they make for me a beautiful funeral.” 


written in 


Numerous and generous bequests were pro- 
vided in the recently probated will of George 
Leask, New York banker and philanthropist. 

The Discount Corporation of New York 
reports as of March 3i1st total assets of 
$166,699,000 including $105,545,000 accep- 
tances discounted. Capitalization is $12,120,- 
000. 
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NINE MILLION TRUST FUND FOR UNIVER- 
SITY OF MICHIGAN LAW SCHOOL 


Because of his faith in the preservation 
of American institutions by means of higher 
legal education, the late William Wilson 
Cook, an eminent corporation lawyer and 
widely known to the legal profession by his 
standard work “Cook on Corporations” be- 
stowed the bulk of his fortune to his alma 
mater, the Law School of the University of 
Michigan. A recently filed appraisal shows 
that the university will receive, as chief bene- 
ficiary, about $9,000,000 instead of estimated 
$12,000,000 when the will was filed in June, 
1931. During his lifetime Mr. Cook had 
made generous gifts to the University of 
Michigan law school which, with legacies, 
brings the total to over $16,000,000. The 
City Bank Farmers Trust Company of New 
York is named as co-trustee with John 
Creighton of the University fund. 

In leaving the residuary estate and the 
principal of various trust funds to the Uni- 
versity of Michigan Law School for the es- 
tablishment of a law foundation, Mr. Cook 
said: 

“Believing, as I do, that American institu- 
tions are of more consequence than the 
wealth and power of the country, and be- 


lieving that preservation and development of 
these institutions have ‘been, are, and will 
continue to be under the leadership of the 
legal profession, and believing that the future 
of America depends largely on that profes- 
sion, and believing that the character of the 
law schools determines the character of the 


legal profession, I wish to aid in enlarging 
the scope and improving the standards of the 
law schools by aiding the one from which I 
came, namely, the Law School of the Uni- 
versity of Michigan.” 


Formation of the South Side Bank & Trust 
Company in St. Louis to take over the La- 
fayette South Side Bank & Trust Company 
and the South Side National Bank, with 
capital in excess of $3,000,000 subscribed, is 
announced by a committee of depositors, 
headed by August A. Busch, Jr. 

The Bankers Trust Company, the Peoples 
Trust Company and the Union Trust Com- 
pany, all of Little Rock, Ark., are to be con- 
solidated with capital of $750,000. 

Merger plans have been consummated for 
the Patchogue Bank & Trust Company with 
the Citizens Trust Company of Patchogue, 
N. ¥. F. C. Metz is president and assets 
total $7,500,000. 
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JURISDICTION AND POWER 
OF TAXATION 


In this book Professor Stimson of Washington 
University boils down a confusion of complex 
cases into a simple and lucid statement. It 
deals with the power to tax property and the 
power and jurisdiction to tax individuals, cor- 
porations, administrators, trustees and others 
located either within or without the state seek- 
ing to impose the tax. $5.00 delivered. 


VERNON LAW BOOK CO. 
Kansas City, Mo. 


EXECUTOR’S ACCOUNTING 

It is around the inventory, as filed, that 
the accounting of the executor to the courts 
revolves. He must charge himself with the 
increases of that inventory, and such in- 
ereases automatically become part of the 
total to be accounted for. It is not with the 
net of the increases, after the deduction of 
losses from gains, that the executor must 
charge himself, but with the gross amount. 
As to the decreases, he must explain them 
in full in a separate part of his account. 

As a matter of principle, the executor has 
no right whatever to the possession of real 
estate, unless it be specifically devised to 
him in trust. If, however, it is necessary for 
the executor to collect rentals, or to sell the 
real estate in order to pay the debts of the 
testator, the executor of the estate may de- 
rive from the statutes, or from the will it- 
self, sufficient authority to proceed. 

The accounting by the executor is essen- 
tially a matter of schedules, but his admin- 
istration of the estate is subjected by law 
to certain rules which he must apply for the 
protection of all parties at interest, including 
himself. He must support, by proper vouch- 
ers, all disbursements which he makes over 
and above an amount of $20; and the sum 
of small payments not supported by proper 
vouchers must not exceed $500. If, however, 
a voucher for any sum disbursed has been 
lost or accidentally destroyed, the sworn 
statement of the payee, coupled with the 
justification for the expenditure, will dis- 
charge the executor. As evidenced by the 
order of the schedules which he must submit, 
the classes of disbursements which the ex- 
ecutor is empowered to make are as follows: 
Funeral and administration expenses; pay- 
ment of debts owed by the deceased; pay- 
ment of legatees, widow, or next of kin for 
their share of the estate as per the will. 
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New York 


Special Correspondence 


WALL STREET ADJUSTING ITSELF TO 
NEW STANDARDS 
A chastened spirit of readjustment and 
constructive revision of policy and practice 
reigns in Wall street. It permeates the 
banking houses and is strikingly in evidence 
on the Stock Exchange. Back of it all per- 


haps lies the uncertainty of what Congress 
will do in the way of drastic reforms and the 
urge therefore is to impress upon Congress 


and the public that every effort is being made 
voluntarily to correct conditions which have 
been the target of most criticism, especially 
from the political gentry. Meanwhile the 
financial markets and the trading in stocks 
is of the type best described as “marking 
time.” Prices on the exchange have been 
within narrow range and thus far indicate 
no definite response to business improvement. 

The financial statements volunteered by 
national banks, state banks and trust com- 
panies of this city, demonstrated that there 
persists in this financial center a capacity 
for genuine banking leadership. The big 
institutions have come through the ordeal of 
this past quarter and the conditions leading 
up to and following the national moratorium, 
with streamers flying, albeit a few scars. 
There was, of course, heavy unloading of 
government and other securities to provide 
cash for withdrawals before the moratorium. 
But latest returns show that deposits and 
currency have been flowing back in increas- 
ing volume. Although earning statements 
were well sustained a number of banks and 
trust companies adopted the wise course of 
reducing dividends, conserving profits and 
shifting additional surplus funds to reserve 
accounts. Of prime importance was the ac- 
tion of the two largest national banks in 
carrying out plans for separating security 
affiliates. 

The latest survey shows ‘that in the New 
York Federal Reserve district there are 675 


member banks operating full time and com- 
manding 97 per cent of deposits of all mem- 
ber banks. Rapid progress is being made in 
enabling restricted banks to resume normal 
operations and the indications are that all 
but a few of the institutions in the hands 
of conservators in New York and the Second 
Reserve District, will be reorganized, most 
of them with the help of the Reconstruction 
Finance Corporation. In New York City 
there were only two fatalities after the re- 
cent financial tornado. One is the Harriman 
National Bank & Trust Company, the chair- 
man of which is under indictment for jug- 
gling entries and with the task of liquidation 
and payment of dividends to depositors en- 
trusted by the Secretary of the Treasury to 
the Manufacturers Trust Company. The 
other bank to fall by the wayside is the Mer- 
cantile Bank & Trust Company, taken over 
by the State Banking Department. 


CENTRAL HANOVER BANK & TRUST 
COMPANY INCREASES RESERVE 

The Central Hanover Bank & Trust Com- 
pany maintains its position among _ the 
strongest and largest banks and trust com- 
panies of New York City. Reserves were in- 
creased $5,000,000 during the last quarter by 
transfer from undivided profits. Of the ag- 
gregate assets of $673,305,178 there is shown 
cash on hand and in Federal Reserve and 
due from banks of $115,708,319; U. S. Gov- 
ernment securities $225,896,550, these two 
items alone accounting for nearly 55 per cent 
of total resources; with state and municipal 
securities of $55,882,689; other securities 
$24,541,831; loans and bills purchased $200,- 
796,182. Deposits of $553,218,680, while 
showing some decline since the first of the 
year, are $77,000,000 above the amount a 
year ago. Capital is $21,000,000 with sur- 
plus of $60,000,000; undivided profits $4,023,- 
679: reserves for taxes, ete., $8,102,950. 

The regular dividend was declared for the 
first quarter of this year, representing a dis- 
tribution of $1,575,000. 
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KINGS CoUNTY TRUST COMPANY 


342, 344 & 346 Futron St., Borough of Brooklyn, City of New York 


Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $665,000.00 





JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


GUARANTY TRUST COMPANY OF 
YORK IN PREMIER POSITION 

The Guaranty Trust Company of New 
York maintains its leading position among 
the trust companies of the United States in 
point of total resources, deposits and capital 
structure. During the past quarter with 
its convulsive movements in the general 
banking field, the Guaranty has acquitted 
itself as becomes an institution of its size 
and resourcefulness. Although the total fig- 
ures for March 3lst register some declines 
during the quarter, they were relatively sta- 
ble with earnings well sustained and well 
above fixed or current requirements. Re- 
sources aggregate $1,340,258,089 and _ inci- 
dentally within fifty millions of the resources 
of the National City Bank, with cash and 
due from banks of $200,508,303; U. S. Gov- 
ernment bonds and certificates $435,323,963 ; 
publie securities $63,114,117; loans and bills 
purchased $499,428,018 and credits on ac- 
ceptances $82,071,307, 

Deposits aggregate $952,543,090. Capital 
is $90,000,000; surplus $170,000,000 and un- 
divided profits of $11,299,853 making capital 
structure of $271,299.853 and with reserves 
for taxes and miscellaneous purposes of 
$7,319,395. 

Announcement is made that Charles H. 
Sabin, chairman of the Guaranty Trust Com- 
pany has relinquished the chairmanship of 
the Guaranty Company and Joseph R. Swan, 
president of the Guaranty Company, has re- 
signed as an executive vice-president of the 
trust company. J. Howard Ardrey, who has 
been an executive vice-president of the trust 
company since the merger with the National 
Bank of Commerce, has retired as an officer 
and a director of the Guaranty Trust Co. 


NEW 


William S. Gray, Jr., president of the Cen- 
tral Hanover Bank & Trust Company, has 
been elected a director of the Union Carbide 
and Carbon Corporation. 


ALBERT I. TABOR, Secretary 

ALFRED W. ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 
CHESTER A, ALLEN, 2nd Trust Officer 


INFORMATION REQUIRED FROM 
TRUSTEES OF BOND ISSUES 

In anticipation of action by Congress on 
the administration’s securities bill the gov- 
ernors of the New York Stock Exchange are 
displaying new zeal in correcting some of the 
practices which have been the subject of 
criticism. President Richard Whitney of the 
Exchange has consulted with President 
Roosevelt and conveyed assurance of co- 
operation in instituting stock market re- 
forms. Meanwhile there is strong criticism 
of some of the provisions of the securities 
measure as unduly prohibitive and injurious 
to legitimate trading operations. 

One of the latest rulings issued by the 
Stock Exchange notifies corporations listing 
bonds to request their trustees or fiscal 
agents to inform the Stock Exchange of any 
changes with respect to bond issues. Cor- 
porations are required to supply this infor- 
mation at present, but the additional pro- 
cedure will facilitate the prompt receipt at 
all times of pertinent information. The in- 
formation requested is to indicate any change 
in collateral behind secured issues, the ma- 
turity of any issue by declaration, the issu- 
ance of any additional or duplicate bonds 
and the cancellation or reduction of outstand- 
ing amounts. 


INCREASES SHOWN BY IRVING TRUST 
COMPANY 

The Irving Trust Company of New York 
registered substantial increase in surplus and 
undivided profits in its March 31st statement 
after payment of $1,250,000 in dividends in 
the first quarter, surplus and undivided prof- 
its standing now at $62,764,863, compared 
with $62,412,122, December 31st. Deposits 
amount to $390,832,015, compared with S4158,- 
518,780, December 31st. Reserve for 
tingencies remains unchanged at. $8,250,000. 
The bank’s holdings of United States Govern- 
ment securities amount to $176,133,793. 


con- 
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STABILITY OF NEW YORK TRUST 
COMPANY 

The financial position of the New York 
Trust Company has remained relatively 
stable during the first quarter of the year. 
After regular dividends and other charges 
surplus and undivided profits show au in- 
crease of over $84,000 with dividend pay- 
ment amounting to $625,000. Capital is $12,- 
500,000 with combined surplus and undivided 
profits of $22,104,000. Resources as of March 
31st total $305,503,000 with cash on hand and 
in banks of $87,797,349: U. S. Government 
securities $64,703,460; other bonds and se- 
curities $42,874,084: loans and bills pur- 
chased $86,081,714. Deposits total $239,307,- 
519. 


EXCELLENT SHOWING BY BANK OF NEW 
YORK & TRUST COMPANY 

The Bank of New York & Trust Company 
added $134,340 to undivided profits during 
the first quarter of the year, according to 
the March 31st statement. Increased liquid- 
ity and reserves also were shown, while de- 
posits fell a little more than 1 per cent. Re- 
sources on March 31st were $126,414,217, 
against $127.279.862 on Dee. 31. and $125,458,- 
326 a year ago; deposits were $103,817,1435. 
compared with $104,970,279 and $100,525,265 ; 
«ash on hand, exchanges from Clearing 
House and other cash items total $26,824,- 
071, contrasted with 599,666 and $18,- 
262,838; surplus and undivided profits ag- 
vregated $9,354,165, against $9,219,825 and 
$9,866,804. 


mutual savings banks 


The of New York 
City have reduced dividends to depositors 
for the first quarter of the current year to 
+ per cent. 

Ogden IL. Mills, former 
Treasury, has been elected a 
Southern Pacific Company. 
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MANUFACTURERS TRUST CENTRALIZES 
TRUST ACTIVITIES 

The personal and corporate trust opera- 
tions of the Manufacturers Trust Company 
of New York which have heretofore been 
conducted at the 149 Broadway office, have 
been centralized at the main banking home 
at 55 Broad street, with the same personnel. 
The stock transfer division remains at its 
present quarters at 45 Beaver street. 

The March 31st financial statement of the 
Manufacturers shows total resources of 
$425,709,255 and deposits of $317,921,507. 
Capital is $82,935,000 with surplus and un- 
divided profits of $20,297,000 remaining un- 
changed during the quarter. 

Authorization has been given the Manufac- 
turers Trust Company to open a new branch 
office at 210-214 Flushing avenue, Brooklyn. 


SATISFACTORY EARNINGS AT EMPIRE 
TRUST 

Earnings of the Empire Trust Company of 
New York for the first quarter of this year 
exceeded dividend requirements by nearly 
$100,000. Surplus and undivided profits, aft- 
er reserving $750,000 for contingencies and 
deducting the April 1st dividend of $75,000, 
are currently reported as  $2,536.339.35, 
against $3,188,562.55 three months ago, thus 
indicating earnings for the quarter of $172,- 
776.80. Reserves amount to $1,431,203.01, 
against $690,378.46 at the end of last year. 

The Empire Trust Company statement of 
March 31st shows total resources of $60,097,- 
330, against $68,904,085.23 on oe 31st 
last. Deposits amount to $50,048,595.35, 
against $58,898,276.93 last emniben, Cash 
on hand and due from the Federal Reserve 
Bank and other banks amounts to $12,256,- 
242.23, and holdings of United States Gov- 
ernment, New York State and municipal 
securities are $10,018,451.15. 
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ADVANCED TYPE OF TRUST SERVICE 

The Fiduciary Trust Company of New 
York, which was organized several years ago 
to operate exclusively in fiduciary capacities, 
featured the policies of the company in a 
recent display newspaper advertisement. 
Among such policies which characterize this 
company are included the complete absence 
of all security selling except U. S. 
ment, state and municipal issues: the fact 
that it has no directors who sell securities: 
no participation in underwriting syndicates: 
no corporate trust work; no deposits involv- 
ing commercial credits and continuous re- 
view of client’s securities maintained both 
independently and by outside investment 
counsel. 


Govern- 


GAINS BY COMMERCIAL NATIONAL 
STATEMENT 

Statement of condition of the Commercial 
National Bank & Trust Company of New 
York as of March 31, 1933, shows deposits 
of $56,777,308, with capital $7,000,000 and 
surplus and undivided profits $8,669,365. 
Cash and U. S. Government securities total 
$38,390,564 and loans and discounts $27,169,- 
330. Surplus and undivided profits show 
a gain from $8,653,041 on December 31st, in 
addition to which the regular dividend of 
$140,000 was paid. 


F. H. HORNBY ELECTED PRESIDENT OF 
CONTINENTAL BANK 
Frederick H. Hornby, chairman of the Con- 
tinental Bank & Trust Company of New 
York, has been elected president, suc- 
ceeding C. Howard Marfield, resigned. Fred- 
erick E, Hasler continues as chairman of the 
executive committee. The March 31st finan- 
cial statement of the bank shows resources 
of $45,030,000 and deposits $28,768,000 as 
against $34,229,000 last December. 


also 


DEPRECIATION IN DALY ESTATE 

The estate of Marcus Daly, son of the 
Montana copper magnate and brother-in-law 
of James W, Gerard, was recently appraised 
at $6,845,000 net, including securities which 
show material depreciation in value since 
1930. The widow of the testator receives 
half of the estate. Executors of the estate 
are the Bankers Trust Company of New York 
and Mr. Gerard. 


3ank 
of New York & Trust Company, has been 
elected to the board of the new operators of 
Fisk Rubber Company. 


John C. Traphagen, president of the 
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BANK OF MANHATTAN GAINS 

The Bank of the Manhattan Company of 
New York increased undivided profits from 
$6,889,182 to $6,931,681 during the first quar- 
ter of the year. Dividends paid were $1,000,- 
0OO and these were earned with a substan- 
tial margin. There were no further write- 
offs from surplus. Deposits totaled $293,703,- 
300. Cash was $81,777,397 against $93,616,- 
021 in December and holdings of Government 
securities amounted to $52,071,964. 


FRED G. REUSSWIG 

The banking fraternity of Utica, N. Y.. 
mourns the recent death of one of its ablest 
members, Fred G. Reusswig. who was for 
the last six years vice-president and trust , 
officer of the First Citizens Trust & Deposit 
Company of that ¢ity. Under his adminis- 
tration there was developed a large part of 
the $36,000,000 of trust funds now under ad- 
ministration by the First Citizens. 

Mr. Reusswig has had an exceptionally ac- 
tive career. He was deputy controller of the 
State of New York from 1915 to 1917 and 
was an acknowledged authority on municipal 
finance. During his earlier life he was as- 
sociated with newspaper work, notably with 
the Utica Saturday Globe. Then he assumed 
a number of offices of public responsibility 
and became vice-president and secretary of 
the Oneida County Trust Company of Utica, 
in November, 1917. In 1927 he became vice- 
president and trust officer of the First Bank 
& Trust Company, now the first Citizens 
Bank & Trust Company. 


Chemical Bank & Trust Company of New 
York has been appointed depositary for a 
protective committee organized in the in- 
terest of holders of $8,875,000 outstanding 
first mortgage gold loan certificates of Para- 
mount Broadway Corporation. 
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Philadelphia 


Special Correspondence 


TANGIBLE IMPROVEMENT IN BANKING 
AND BUSINESS 


Evidence of a strong banking position in 
this city and of business as well as indus- 
trial improvement in this district, continues 
to accumulate since the reopening of banks 
following the nationwide moratoria. Not- 
withstanding that there was no ¢all for bank 
or trust company financial statements as of 
March 51st, most of the banking institutions 
voluntarily published reports or submitted 
such statements to their stockholders. These 
financial statements revealed a remarkable 
stability and in a number of instances ma- 
terially increased liquidity and reserves. It 
was to be expected that deposits would indi- 
cate considerable shrinkage, but the net 
withdrawals or decreases were surprisingly 
small considering the unusual conditions 
which prevailed during March. 

The latest 
serve 


statements of the Federal Re- 
sank of Philadelphia reveals a marked 
return flow of gold coin, gold certificates and 
other currency, reflecting the rapid restora- 
tion of public confidence throughout the dis- 
trict. Reserve deposits of member banks 
register a substantial increase since the re- 
opening of banks and likewise a marked re- 
duction of borrowings, despite withdrawals 
of funds from the local market as a result 
of Treasury operations. From March 6th 
to March 22d, the Philadelphia reserve bank 
received nearly twenty-two millions of gold 
and gold certificates. 

Reopening of banks and trust companies in 
Pennsylvania and throughout the Philadc'!- 
phia reserve district, on a normal basis, has 
proceeded most satisfactorily. Practically 
all of the important banks and trust com- 
panies of Philadelphia resumed their regu- 
lar functions with the close of the banking 
holiday. There are relatively few bank con- 
servatorship appointments in this district. 
Noteworthy also is the renewed stimulus to 
business and industry following the effects of 
the banking moratorium. Freight traffic has 
increased and current volume of retail sales 
is above the volume of a year ago. The high- 
er rate for steel is also a good indication, 
together with increased operating schedules 
in textiles, metals, good products and paper. 


The Tradesmen’s National Bank of Phila- 
delphia showed deposits of $25,130,099 on 
March 31st, and held cash and U. S. 
ernments of $11,485,397. 
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PHILADELPHIA NATIONAL BANK IN 
STRONG POSITION 

As Philadelphia and Pennsylvaia’s larg- 
est national bank the Philadelphia National 
Bank maintains a well entrenched position 
and .has exerted a potent influence in sta- 
bilizing general banking conditions in this 
city. The voluntary March 31 financial state- 
ment shows surplus and net profits amount- 
ing to $18,,065,454, an increase of $134,800 
over the figure for December 31, 1932.  In- 
cluding dividend disbursement of $560,000 on 
April Ist the net earnings for the first quar- 
ter of this year were approximately $700,000. 
The capital stock is $14,000,000. The reserve 
for contingencies has been maintained during 
the first quarter and amounted on March 31 
to $6,893,658. 

The highly liquid position of the Philadel- 
phia National is also noteworthy. 
aggregate $284,073,739 with cash 
from banks of $67,439,189; U. S. Govern- 
ment securities, $49,822,511; state, county 
and municipal securities, $11,694,539: other 
securities, $34,577,122: loans and discounts, 
$106,799,785; letters of credit and accept- 
$9,003,536. Deposits total $227,879,- 


Resources 
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INCREASES REPORTED BY THE 
PENNSYLVANIA COMPANY 

Notwithstanding the convulsions in the 
general banking situation within the past 
few months The Pennsylvania Company for 
Insurances on Lives and Granting Annuities 
of Philadelphia is enabled to show in its vol- 
untary March 3lst, financial statements an 
increase in undivided profits from $1,279,524 
at the close of last year, to $1,429,438, with 
a substantial reserve for contingencies of 
$10,000,000 maintained during the first quar- 
ter and with exceptional strong liquid re- 
sources. It is also noteworthy that since 
the first of the year the amount of personal 
trusts under administration has increased ap- 
proximately $5,000,000 to total of $848,422,- 
778 with corporate trusts of $1,823,158,323. 

Resources include cash and due from banks 
of $42,666,217; U. S. Government securities, 
$25,497,496; other investment securities, $34,- 
073.302: call loans on collateral, $64,904,627 ; 
time loans on collateral, $17,929,211; com- 
mercial paper, $13,609,337 and reserve fund 
for protection of “cash balances in trust ac- 
counts,” 7,026,695. Resources aggregate 
$214,219,492 with deposits of $175,038,213, 
representing a decrease of $28,962,000 since 


the first of the year. Last year deposits in- 


creased nearly $14,000,000. Capital is $8,400,- 
000 and surplus, $17,000,000. 


OPPOSITION TO NEW BANKING CODE 

At recent hearings conducted by the bank- 
ing committees of the Senate and House of 
the Pennsylvania legislature a number of 
representatives of the Pennsylvania Bank- 
ers Association appeared and urged post- 
ponement of action on the pending new bank- 
ing code. The main argument presented was 
that it would be unwise to enact sweeping 
changes in the state banking laws in advance 
of important banking reform legislation now 
being considered by Congress. 

Prevailing banking sentiment throughout 
Pennsylvania is strongly in favor of improvy- 
ing the state laws governing all types of 
banking under state supervision. Instead of 
opposing the pending new state banking code 
drafted by Secretary of Banking William D. 
Gordon in collaboration with Attorney Gen- 
eral Schnader, as unduly prohibitive, the 
bankers at the Harrisburg hearing expressed 
the view that in some respects it does not 
go far enough to absolutely prevent a recur- 
rence of some of the conditions which 
brought about the ‘banking debacle in Octo- 
ber, 1931, when more than fifty banks fell 
by the wayside. Suits and charges brought 
against officials of some of the failed banks 
of this city, which are freely aired in pub- 
lic prints, has stimulated the demand on the 
part of the banking fraternity to secure laws 
which shall place banking in Pennsylvania 
above reproach or further invasion. At the 
same time it is believed that the state legis- 
lature is laboring largely in the dark as to 
banking legislation until such time as Fed- 
eral banking reform measures are definitely 
assured. 


COOPERATION WITH LIFE 
UNDERWRITERS 

The Corporate Fiduciaries’ Association of 
Philadelphia was host recently to members 
of the Philadelphia Association of Life Un- 
derwriters at a noon-day luncheon held in 
connection with the life insurance sales con- 
gress. The meeting was presided over by 
Carl W. Fenninger, president of the Corpor- 
ate Fiduciaries’ Association, vice-president 
of the Provident Trust Company. The guest 
speaker was William Mather Lewis, presi- 
dent of Lafayette College. 

The gathering was in the nature of a mark 
of appreciation to underwriters for their co- 
operation in the life insurance trust move- 
ment, which has been carried on so success- 
fully in this city. 
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TRUST COMPANY STATEMENTS 

Voluntary financial statements of leading 
Philadelphia trust companies covering the 
first quarter of the current year and em- 
bracing the period of the banking holiday, 
emphasize their strong position, although 
reflecting some decreases in deposits in com- 
mon with the general trend. The Fidelity- 
Philadelphia Trust Company had deposits 
on March 31 of $76,645,102 and held cash of 
$10,557,199, U. S. Governments of $15,934,- 
200, and other investment securities of $35,- 
797,879. On December 31, 1932, their depos- 
its were $84,328,087. 

The Girard Trust Company shows deposits 
for March 31 of $79,697,171, and cash and U. 
S. Governments of $41,952,624. On Decem- 
ber 31, 1932, its deposits were $83,739,888. 
The Provident Trust Company showed de- 
posits of $28,954,888 on March 31, with hold- 
ings of $12,242,074 of cash and U. S. Gov- 
ernments. On December 31, 1932, deposits 
amounted to $31,967,892. 


G. Dawson Coleman and Harry O. Nutting 
have been elected directors of the Lebanon 
County Trust Company of Lebanon, Pa. 

The Tradesmens National Bank and Trust 
Company of Philadelphia reports individual 
trusts of $45,986,000 and corporate trusts of 
$50,202,000. 

Economies enforced by the Pennsylvania 
Railroad Company finds reflection in a reduc- 
tion of $110,854,000 in operating expenses 
during the past year with net income for 
1932 amounting to $13,573,000. 

Directors of the Real Estate-Land Title & 
Trust Company of Philadelphia voted this 
week the regular quarterly dividend of 25 
cents per share, payable May Ist. 

The Fidelity-Philadelphia Trust Company 
has declared a quarterly dividend of 4% 
per cent, payable May 15th. 


Depositors of the closed Adelphia Bank & 
Trust Company of Philadelphia have re- 
ceived liquidating dividends of 100 per cent 
on the dollar with another liquidating divi- 
dend forthcoming for stockholders equal to 
$11.10 per share. 

Paul D. Williams has been appointed 
Comptroller of the Corn Exchange National 
Bank of Philadelphia. 

Directors of the Provident Trust Company 
of Philadelphia declared the regular quar- 
terly dividend of 5 per cent, for the first 
quarter of the current year. 
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STABILITY OF BANKING AND TRUST 
BUSINESS 

Pittsburgh banks and trust companies pre- 
served a remarkable degree of stability as 
regards banking business during the last 
eventful few months. Practically all local 
banks and trust companies are now operating 
on an unrestricted basis. At no time has 
there been any semblance of public restive- 
regarding the solvency of any local 
banking institutions, As for trust business 
the first quarter of this year has witnessed 
substantial increase in six new accounts and 
appointments. 

Banking resources reported by the Fidelity 
Trust Company, as of March 3lst, reveal 
practically no change since the beginning of 
the year with total of $24,887,324. Deposits 
amount to $13,813,000 with capital of $2,000,- 
000; surplus $7,000,000: undivided profits 


ness 


$1,278,144 and contingent reserve of $334,131. 
The company reports total 
$227,149,646 
520,490. 
The Peoples-Pittsburgh Trust Company re- 
ports trust funds of $128,954,178, exclusive of 


trust funds of 


and corporate trusts of $72.- 


real estate and corporate trusts of $67,656,- 
375. Banking resources total $88,327,628 
With deposits $65,860,000; capital $6,000,000 ; 
surplus $12,000,000; undivided profits of 
$1,400,941 and reserves of $1,599,899. 

The Colonial Trust Company shows. in- 
crease in resources and deposits during the 
past quarter. Banking resources amount to 
$30,070,000 with deposits of $22,455,000; capi- 
tal $2,600,000; surplus, undivided profits and 
reserves of $3,122,971. Trust funds amount 
to approximately $30,000,000 with corporate 
trusts of $117,997,923. 

The Union Trust Company reports an in- 
crease of approximately six millions in trust 
funds to total of $385,801,000 with corporate 
trusts of $863,466,000. 3Janking resources 
amount to $238,925,000. 


THIRTY YEARS WITH THE PEOPLES- 
PITTSBURGH 

J. Boyd McKown, one of the most popu- 
lar members of the Pittsburgh banking fra- 
ternity and vice-president of the Peoples- 
Pittsburgh Trust Company, recently celebrat- 
ed his thirtieth year of association with the 
bank. He entered the employ of the Peoples 
Savings Bank in 1903 and the following year 
became assistant treasurer, serving under 
the presidency of D. McK. Lloyd. Mr. Me- 
Kown continued with the organization 
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throughout the mergers which composes the 
present Peoples-Pittsburgh Trust Company, 
advancing to vice-president, holding the lat- 
ter office for the past ten years or more. 


PITTSBURGH BREVITIES 

The Commonwealth Trust Company of 
Pittsburgh reports trust funds of $50,478,000. 
Banking resources amount to $14,265,178. 
Reserves were increased approximately &60,- 
000 since the first of the year to $237,269 
with capital of $1,500,000; surplus $1,700,000 
and undivided profits $265,803. 

The Union National Bank of Pittsburgh re- 
ports trust funds of $36,444,000. 

Walter O. Phillips has succeeded the late 
Carl D. Fogel as secretary and treasurer of 
the Pittsburgh Clearing House Association. 

The Colonial Trust Company of Pittsburgh 
has voted a dividend of $1.50 per share for 
the first quarter of the current year. 


INSURANCE TRUSTS AND INHERITANCE 
TAXES 

Failure to name the actual beneficiaries in 
an insurance trust makes the estate liable for 
inheritance taxes, according to a recent de- 
cision by the Supreme Court of Pennsylvania, 
which rules that only where the insurance 
trust instrument is complete in itself and 
names the beneficiaries of the proceeds of 
the policies, is the fund realized from the 
policies free from tax. On September 16, 
1930, the decedent executed a trust of six 
insurance policies on his life totaling $22,- 
000. On the same day he made a will. He 
died a few days later. 

The deed of trust stated that it was made 
for the purpose of settling and securing the 
proceeds of the policies. It provided that 
the trustee should pay the income and the 
princinal in accordance with the directions 
in his will. The trustees were named as 
beneficiaries in all the policies. The creator 
of the trust reserved to himself the right to 
change beneficiaries, to obtain and receive ad- 
vances or loans, to collect and receive all 
distributive shares of surplus or dividends 
of policies, to collect and receive all other 
cash payments and to surrender the pay- 
ments at any time for their cash surrender 
value. His will gave the residue of his es- 
tate to his executors in trust for certain 
relatives, but made no reference to the life 
insurance trust. 

The Court said that in such trust agree- 
ment and will, the trust really passed under 
the will, just as it would have passed had 
the policies been payable to the estate.—(£s- 
tate of Myers, Supreme Court, Pa.) 
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RENEWED CONFIDENCE AND BUSINESS 
ACTIVITY IN NEW ENGLAND 

With returns from the various states and 
leading cities of New England, since the re- 
opening of banks after the national banking 
moratorium, acquiring a more definite char- 
acter, it may be safely stated that this sec- 
tion of the country has passed through the 
recent testing period with less impairment 
or interruption to the ordinary course of 
banking and business than any other sub- 
division of states in the country. This is at- 
tested by the latest report of number of 
banks and trust companies operating on a 
100 per cent basis, the relatively small num- 
ber of banks in the First Federal Reserve 
district subject to restrictions and to ap- 
pointment of conservators. All Massachu- 
setts trust companies are now open for busi- 
ness although several are in the hands of 
conservators with fair promise of reorganiza- 
tions. While business and industry experi- 
enced a temporary set-back by the suspension 
of banking facilities, there are satisfactory 
reports of seasonable improvements and in 
some departments greater degree of activity 
than at any time this year. 

The banking and credit 
of encouragement and particularly as_ re- 
gards the confidence maintained toward 
banks and trust companies. Up to the close 
of the first week in April not less than $46,- 
519,000 in hoarded gold coin, and gold has 
been returned, according to the Federal Re- 
serve Bank of Boston, and since the first 
order against hoarding came from Washing- 
ton. The Boston money market experienced 
renewed strength, especially in the accept- 
ance field. The textile industries respond to 
the influence of advancing prices and with 
little if any evidence of labor troubles. 


situation is one 


REDUCTION OF INTEREST RATES URGED 
In a 


ings 


message to savings banks and Ssav- 
departments of trust companies the 
Commission of Banking for Massachusetts, 
Arthur Guy, advocates a reduction in the 
rate of interest on deposits not to exceed 
3% per cent. He states: “The rate of divi- 
dend to be paid should be conservative and 
vell within earnings. In determining your 
dividend policy you should take into con- 
sideration the general banking situation and 
any element of competition for deposits in 
the matter of dividend rates should be 
avoided. In my opinion, the wise and pru- 
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dent course would be to declare the current 
dividend at a rate not in excess of 3% per 
cent per annum and therefore I so recom- 
mend, notwithstanding any action already 
taken to the contrary.” 


UNIFORM CONTROL OF CREDIT 

In the course of a recent address, F. A. 
Carroll, vice-president of the National Shaw- 
mut Bank of Boston, advocated a nation- 
wide and uniform system of regulating the 
tlow of credit which goes beyond the bounds 
of city and state. “Credit,” he says, “is the 
life blood of the nation and the banks that 
handle credit must be under a system of 
uniform regulation. Local interest must be 
submerged in the interests of the country. 

“We have,” Mr. Carroll added, “in this 
country fifty separate banking systems—Fed- 
eral, District of Columbia, and of forty-eight 
states. In no one thing do they all agree 
except in the complete lack of any regula- 
tion as to who can be a banker. Anyone 
can start a bank, provided he can get the 
capital. And too often not enough capital is 
required. Of the banks that have failed in 
the last twelve years, SO per cent were capi- 
talized under $100,000.” 





TRUST 


Under Supervision of Federal Government 
AMERICAN SECORIT 'Y 
{[=AND_ TRUST COMPANY 


Fifteenth and Pennsylvania Avenue 
WASHINGTON, D. C. 


Capital andSurplus - - $6,800,000.00 
Assets over - = = $38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 


TIMELY APPEAL OF AGENCY ACCOUNT 
SERVICE 

The State Street Trust Company of Bos- 
ton has been especially successful in ad- 
ministering agency accounts for clients and 
others, the appeal of which is enhanced by 
the difficulties attending the care of invest- 
ments. The benefits of agency serve are set 
forth concisely in a folder recently issued 
by the State Street ‘Trust Company, empha- 
sizing the superior safety of entrusting in- 
vestment problems to a group of men, fa- 
miliar with investment matters and of sea- 
soned judgment, aided by constant research 
and analysis. 

Another folder issued recently by the com- 
pany is entitled “The Compliment that Be- 
comes a Burden” and discusses the difficul- 
ties thrust upon a relative or friend who is 
named as executor in a will, with task piling 
up at a time like these which no individual 


is able to encompass. 


CORPORATE FIDUCIARIES ASSOCIATION 
COMPLETES ACTIVE SEASON 
The Corporate Fiduciaries Association of 
S$oston has been setting the pace for similar 

organizations for several years, both as to 
character of discussions and sustained in- 
terest. The speakers are selected from among 
the ablest authorities and there is no hesita- 
tion in calling in men from outside the field 
of trust service, who may throw disinterested 
light on fiduciary business. 

The 1932-33 season of the association was 
one of exceptional interest. Dinner meetings 
have been held at which speakers discussed 
economy in state and municipal government, 
problems relating to corporate fiduciary work 
and the subject of taxation. These meetings 
will come to a close for the season with 
the annual meeting on May 1st at which Guy 
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Newhall, a leading authority on estate and 
fiduciary law, will review recent decisions 
of interest to corporate fiduciaries. At the 
last of the series of informal discussions con- 
ducted by the association, the subject related 
to the responsibility of executors and ad- 
ministrators and succeeding trustees, espe- 
cially as regards the proper administration 
of fiduciary accounts in a depreciated mar- 
ket. 


NEW ENGLAND BREVITIES 

In consonance with federal regulations the 
Massachusetts legislature has enacted a 
measure which provides for the appointment 
of conservators to administer the affairs and 
conserve the assets of state banking institu- 
tions wherever necessary 

The Webster and Atlas National Bank of 
Boston recently observed the one hundredth 
anniversary of its corporate existence. 

Cummings C. Chesney, formerly vice-presi- 
dent of the Central Electric Company, has 
been elected president of the Berkshire Trust 
Company of Pittsfield, Mass., succeeding 
Charles L. Hubbard, resigned. 

The First National Bank & Trust Company 
of New Haven, Conn., reports deposits of 
$22,206,000 as of March 31st. 

Announcement is forthcoming from the 
Harris Forbes Trust Company of Boston 
that the separation of the Chase Harris 
Forbes Corporation from the Chase National 
Bank of New York, will have no bearing 
upon the organization or business of the Har- 
ris Forbes Trust Company. 

Frederick W. Macomber, treasurer of the 
New Britain Trust Company of New Britain, 
Conn., who entered the employ of the bank 
twenty-five years ago as a bookkeeper, was 
recently elected vice-president. 

Interest rates on mortgages held by the 
Rhode Island Hospital Trust Company of 
Providence, have been reduced to 5 per cent, 
according to an announcement by Thomas H. 
West, Jr., president and effective as of May 
1st. The new rate is to apply on all Rhode 
Island real estate mortzages of good stand- 
ing being held by the bank. 

Walter Johnson has been elected vice- 
president and trust officer of the Brockton 
National Bank at Brockton, Mass., succeed- 
ing to the former post of executive vice- 
president Francis C. Stacey. 


John Jenkins, general manager for Can- 
ada and Newfoundland of the Employers’ 
Liability Assurance Corporation, Ltd., has 
been elected a vice-president of the Crown 
Trust Company of Canada. 
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Chicago 


Special Correspondence 


MIDDLE WEST AND THE “NEW DEAL” 

There is an appreciable undercurrent of 
improved sentiment in business, banking and 
agricultural circles throughout the Middle 
West which manifests itself chiefly in stim- 
ulation of retail and wholesale trade, return 
of gold from hoarding and also a return of 
deposits since the reopening of banks. There 
is a belief that while the recent banking 
moratoria has ruthlessly exposed remaining 
weakness that the banking situation, as a 
whole, is on a more secure basis. Seasonal 
influences are in part responsible for the 
trade and business uplift. Then there is the 
promise that the Century of Progress Exposi- 
tion will be more successful than anticipated 
with hotels making arrangements to care for 
large throngs. Emergency measures which 
have followed each other at Washington 
With almost baffling speed, have imparted 
new confidence of vigorous attack upon de- 
pression problems, which is shared by all 
classes of people. 

It is needless to deny that Chicago banks 
have passed through a strenuous period. It 
is evidenced in the summaries of banking 
statements. At the same time the banking 
moratoria and its aftermath has again given 
new emphasis to the fundamental strength 
and resourcefulness of the local banking sit- 
uation. The larger institutions have valient- 
ly met not only the necessitous demands of 
their direct customers but have brought aid 
and accommodation to their far-reaching cir- 
cle of correspondent banks. A survey re- 
cently made by the Chicago Tribune, cover- 
ing larger cities of Illinois, Wisconsin, Iowa, 
Indiana and Michigan and based upon fig- 
ures of banks that have reopened on an un- 
restricted basis, shows that 86 per cent of 
deposits in those cities are now functioning 
on a normal basis. Illinois makes the best 
showing with 92 per cent. 


Inasmuch as Chicago and Illinois state 
banks were required to publish financial 
statements as of March 25th and the fact 
that national banks of this city voluntarily 
rendered financial statements, a fair com- 
posite picture is available as to the changes 
experienced during the first quarter of the 
year. There is registered a drop in deposits 
of all state and national banks of Chicago, . 
between the first of the year and March 25th, 
of $335,000,000 in deposits, a considerable 
part of which may be attributed to tem- 
porary withdrawal by firms and individuals 
to avoid personal property tax assessment on 
bank deposits. Total cash resources declined 
$321,000,000 while loans and discounts de- 
creased only slightly. 


DEFERRING BANKING LEGISLATION IN 
ILLINOIS 

There is a disposition in legislative cir- 
cles at Springfield as well as among leading 
state bankers in Chicago, to discourage any 
attempt at legislating a new banking code 
for Illinois until the course of banking re- 
form at Washington is more clearly defined. 
Proposed legislation embraces provision for 
a state banking board of five members with 
wide powers and rigid requirements govern- 
ing the chartering of new banks. It is now 
clear that one of the greatest weaknesses of 
the banking system in this state was the 
ease with which new bank charters were ob- 
tained and the inadequate minimum capital 
with which banks were permitted to open. 

Branch banking is also part of the pro- 
posed banking legislation. One bill would 
permit branch banking in Cook county, lim- 
ited to institutions with capital of not less 
than $500,000 and surplus of not less than 
$250,000. It is expected that the decision as 
to providing an opening wedge for branch 
banking in Illinois, will depend largely upon 
the character of branch banking laws enact- 
ed for national banks at Washington and 
recognition of state rights. 



































TRUST COMPANIES 


CITY NATIONAL BANK AND TRUST 
COMPANY OF CHICAGO 

The voluntary financial statement rendered 
by the City National Bank & Trust Company 
of Chicago, as of March 25th, reveals an ex- 
céeptional degree of liquid strength. Re- 
sources aggregate $75,267,114 and upward of 
60 per cent is represented by cash and due 
from banks which amounts to $41,444,011. 
U. 8S. Government securities add another 
$16,187,622 to liquidity with state, municipal 
and other securities of $1,403,800: loans and 
discounts of $15,625,643. Deposits total $69,- 
983,576. Capital is $4,000,000; surplus 
$1,000,000 with reserves for taxes, interest, 
ete., showing increase during the first quar- 
ter from $84,937 to $164,422. Charles G. 
Dawes is chairman of the bank. 


HARRIS TRUST AND SAVINGS BANK 

The March 25th financial statement of the 
Harris Trust & Savings Bank of Chicago 
shows relatively small decrease in deposits 
during the first quarter, notwithstanding the 
general. withdrawal experienced by banks 
prior to the banking holiday. Deposits total 
$99,622,107. Resources are within three mil- 
lion of the January Ist report, amounting to 
$124,131,267. It is noteworthy that since the 
previous statement cash on hand and _ in 
banks has been increased from $33,093,071 to 
$42,304,452. <All securities and investments 
listed in resources are quoted at figures be- 
low market value at date of report. United 
States Government securities amount to $25,- 
871,898; state and municipal securities $11,- 
821,013; other bonds and securities $4,019,- 
129; demand loans of $6,799,916; time loans 
and bills discounted $24,088,957. Capital is 
$6,000,.00; surplus $6,000,000 and with un- 
divided profits of $1,930,092 representing in- 
crease of over $113,000 during the first quar- 
ter. 


CONSERVATIVE POLICY OF THE 

CHICAGO TITLE & TRUST COMPANY 

In announcing action of the board of di- 
rectors of the Chicago Title & Trust Com- 
pany. at a meeting on March 22d, voting 
to omit the usual quarterly dividend of 2 
per cent for the first quarter of the year, the 
chairman of the board, Abel Davis, made 
the following statement: 

“The earnings of the company for the 
quarter are fairly satisfactory, being in ex- 
cess of the dividend requirement and under 
normal conditions would justify the declara- 
tion of the dividend. However, in deter- 
mining a dividend policy it is necessary to 
be guided by many other considerations than 
the one of current income. 


“Though we look with confidence to busi- 
ness revival, the events of the present em- 
phasize the necesity of creating and conserv- 
ing large reserves of liquid assets. Only by 
pursuing this policy can our company play 
a fitting part in the reconstruction of the 
real estate business of Chicago.” 


CHICAGO BREVITIES 

Directors of the Northern Trust Company 
of Chicago declared the regular quarterly 
dividend of $4.50 which was payable April 
Ist to stockholders and which is at the rate 
of $18 per annum. 

The Boulevard Bridge Bank of Chicago has 
taken out a national charter under the name 
of the National Boulevard Bank, Capital is 
$500,000 with surplus and undivided profits 
of $250,000. John D. Richards is president. 

The Stock Yards Bank & Trust Company, 
the largest bank in Chicago outside of the 
Loop district, will reopen under a national 
charter and with new eapital. 

The Mid-City National Bank has been 
chartered to take over the business of the 
Mid-City Trust & Savings Bank of Chicago. 

On the eve of his formal retirement as 
chairman of the board of the Continental 
Illinois National Bank & Trust Company of 
Chicago, George M. Reynolds was presented 
with a gold watch by officers and employees 
of the bank as a token of their affectfon and 
esteem. The presentation was made by Pres- 
ident James R. Leavell. 

James R. Leavell, president of the Con- 
tinental Illinois National Bank & Trust 
Company, has been elected a class A director 
of the Federal Reserve Bank of Chicago. Mr. 
Leavell is to serve the unexpired term of 
George M. Reynolds, former chairman of the 
Continental bank. 

Howard P. Preston recently resigned as 
manager of the Chicago agency of the Re- 
construction Finance Corporation and was 
elected a deputy governor of the Federal Re- 
serve Bank of Chicago. 

Joseph R. Frey, formerly vice-president. 
has been elected president of the Lake Shore 
Trust & Savings Bank of Chicago, succeed- 
ing W. S. Kline, resigned, and Isaac M. Ham- 
ilton. president of the Federal Life Insur- 
ance Company, has been made chairman of 
the board, sueceeding Craig B. Hazlewood. 
whose ill health causes his retirement. 


John J. Ghinger, vice-president and comp- 
troller of the Baltimore Trust Company, has 
been appointed State Banking Commissioner 
of Maryland, succeeding George W. Page. 
resigned. 


paid, 
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St. Louis 


Special Correspondence 


INCREASED FAITH AND RELIANCE ON 
BANKING 

Bankers of this city and the Southwest 
area have reasons to view the events of the 
past month with renewed faith and assur- 
ance that public panic and unreasoning bank 
withdrawals are now things of the past. Re- 
opening of banks in the St. Louis and Kansas 
City reserve districts has been proceeding at 
a pace more rapid than generally anticipat- 
ed. Banks operating on an unrestricted basis 
are experiencing substantial increases in de- 
posits while daily announcements are forth- 
coming of the release of banks from restric- 
tions. Of particular significance is the re- 
newed demand for commercial and indus- 
trial credits with advance in interest rates. 

The prevailing viewpoint in banking circles 
is fairly reflected in the following statement 
taken from the current issue of the trade and 
financial review issued by the Commerce 
Trust Company of Kansas City, Mo. “Public 
sentiment has been improved. There is basis 
for it. The Southwest particularly has rea- 
son for feeling better and also for congratu- 
lating itself on the financial strength which 
it has displayed. Still, in the long process 
of reeovery that is ahead, conservatism 
should dominate. The nation has turned 
from inflation, not toward inflation. For that 
move the whole world will some day thank 
America. 

“The history which has been made in the 
United States in the past month points to 
greater reliance on banking. Its great and 
indispensable service has been dramatically 
emphasized. A foundation for stronger bank- 
ing has been laid. As the American gold 
supply is coneentrated at Federal Reserve 
banks and as currency continues to flow back 
rapidly to banks, the credit resources of the 
country, naturally will be materially 
strengthened. This is proceeding in Kansas 
City, in the Southwest and throughout the 
country. Here one of the twelve Federal Re- 
serve cities, banks were the first to reopen, 
and resumptions are proceeding all over the 
United States along sound lines. 


” 


LIFTING THE BURDEN OF FARM 
MORTGAGE INDEBTEDNESS 
Keen interest is naturally centered among 
bankers toward the elaborate program 
launched by President Roosevelt for the re- 
lief of agriculture and the proposal to refi- 
hance mortgage indebtedness by means of 


Federal Land Bank bond issue to a maxi- 
mum of two billion dollars with interest to 
be guaranteed by the Government. The 
bonds are to be issued on a basis of 4 per 
cent in exchange for farm mortgages and 
providing for reduction of principal, lower 
interest rate and deferment of maturity 
dates. 

Banking and business conditions in this 
section of the country are, of course, domi- 
nantly influenced by the conditions govern- 
ing agriculture. While some doubt is ex- 
pressed as to lavish use of public funds and 
any arbitrary plan to control prices or mar- 
keting, there is favorable sentiment for cred- 
it relief in behalf of banks, insurance ¢com- 
panies, loan companies and others holding 
farm mortgages among their assets. Farm 
mortgages outstanding are estimated at $8,- 
500,000,000. In addition to the mortgage 
debt American farmers have personal or 
short-term debts of more than $3,500,000,000, 
making the total farm indebtedness over 
$12,000,000,000. 


Merger has been effected between the 
Water Tower Bank and the North St. Louis 
Trust Company, now operating as the North 
St. Louis Trust Company with Louis Boeger 
as chairman and Charles W. Owen, presi- 
dent. 

A central agency has been organized to 
handle defaulted issues of real estate mort- 
gage bonds held by a number of banks now 
closed in St. Louis county. 

3anking subjects of vital and current in- 
terest will be discussed at the coming annual 
convention of the Missouri Bankers Associa- 
tion to be held in St. Louis, May 18-19. 

S. R. Fillingham, trust officer of the Con- 
queror First National Bank of Joplin, Mo., 
has been elected president of the Joplin 
Chamber of Commerce for the coming year. 

William A. Mays, manager of the real es- 
tate department of the Continental Life In- 
surance Company, St. Louis, Mo., has been 
elected president of the Wellston Trust Com- 
pany, Wellston, Mo. 

Four banks of Kansas City, Mo. merged 
recently to form the Mercantile Home Trust 
Company. The four banks in the merger 
were Home Trust, Mercantile Trust, Main 
Street Bank and Sterling Bank. 

The National Industrial Conference Board 
states that national income in the Unitéd 
States has dropped to about forty billions, 
a decrease of 53 per cent below that of the 
year 1929. 
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Cleveland 


Special Correspondence 


BANKING SITUATION CLEARING UP 

Cleveland has experienced more than its 
due share of gruelling banking developments 
during the past two months. It is not an 
indictment against local banking manage- 
ment but primarily the consequences of ex- 
orbitant demands made upon local banking 
institutions by the sudden action of the 
Governor of Michigan in declaring a banking 
holiday in that state and forcing extraordi- 
nary demand by Michigan corporations upon 
balances in this and other adjoining cities 
which had to face the brunt of this precipi- 
tous action. 

While the Union Trust and the Guardian 
Trust were without federal licenses at the 
close of the national banking holiday and 
subjected to conservatorships, the Cleveland 
Trust Company, the Central United Bank, 
the National City Bank and the Society for 
Savings were reopened without restrictions 
and carried on the burden of banking re- 
quirements for Cleveland. At the Cleveland 
Trust Company the days following the na- 
tional moratorium witnessed a rush of peo- 
ple opening new accounts with deposits pour- 
ing in daily by the millions of dollars, re- 
quiring special tables and extra receiving 
tellers’ windows. It was, indeed, an unusual 
tribute to the reputation and the conserva- 
tive policies of the Cleveland Trust Company 
under the management of the president, Har- 
ris Creech, who received an ovation from 
his directors and associates when the license 
for reopening was received from Washing- 
ton. Similar reactions were witnessed at the 
other banks in Cleveland which resumed 
without restrictions. 


OHIO BANKING LEGISLATION 

Several important new laws have been 
enacted by the Ohio legislature governing 
banking affairs, One of these laws prevents 
a minority of depositors and creditors from 
blocking the reorganization of a state bank. 
It provides that the proportion of all assets 
standing against the claims of objectors shall 
be set aside and liquidated for them. Then 
the reorganization may proceed by trustee- 
ing the bad or doubtful assets and the form- 
ing of a new bank with the sound and liquid 
assets, plus new capital. 

Another commendable law increases mini- 
mum capital requirements for new banks and 
trust companies with not less than $50,000 
and 20 per cent paid in surplus in cities of 
25,000 or less. 


CONSERVATIVE DIVIDEND POLICIES 

Directors of the Cleveland Trust Company 
have deferred action on the quarterly divi- 
dend of $2 for the first quarter of the cur- 
rent year. Harris Creech, president, advised 
stockholders as follows: “Your officers and 
directors believe that under present circum- 
stances the prudent course is for your bank 
to conserve all its until it becomes 
possible to estimate probable future develop- 
ments more clearly.” 

The Central United National Bank of 
Cleveland has omitted the quarterly dividend 
of 20 cents due at this time. In discussing 
the action the bank says: “The bank reports 
substantial earnings for the first quarter of 
1933, but not as great as in the same period 
a year ago, a situation recognized as the re- 
sult of receding business generally.” 


assets 


OHIO BREVITIES 

As of April 11th there were 375 of the 530 
state chartered banks and trust companies 
of Ohio licensed to operate business on a 
normal basis with 117 operating under re- 
strictions and 33 under conservatorships. 

The Bank of Athens of Athens, Ohio, oper- 
ating on an unrestricted basis, reports as of 
Mareh 31, resources of $1,412,698 with de- 
posits $825,933; capital, surplus and undi- 
vided profits $444,464. 

Plans are progressing for reopening the 
Ohio Savings Bank & Trust Company of To- 
ledo, with assistance from the Reconstruc- 
tion Finance Corporation. 

Reorganization is being effected of the 
Lima First American Trust Company of 
Lima, Ohio, under national charter. 

Reorganization is being effected of the 
First National Bank of Massillon, 0. 

The Peoples Bank & Trust Company of 
Marietta, O., has absorbed the First State 
Bank of Belpre. 

Lewis B. Williams 
chairman of the board 
serve Bank of Cleveland. 

E. B. Greene, chairman of the executive 
committee of the Cleveland Trust Company. 
was named a member of the special Bank 
Advisory Committee appointed by the Gov- 
ernor of Ohio during the banking crisis. 

A new national bank is being organized in 
Akron, O., to take over the more liquid as- 
sets of the First Central Trust Company of 
that city and having the assistance of the 
Bg. 3. C. 

Otis & Company of Cleveland have opened 
a new department to handle pass books and 
certificates of indebtedness on closed or re- 
stricted banks. 


has been appointed 
of the Federal Re- 
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Los Angeles 


Special Correspondence 


REVISING TRUST DEVELOPMENT 
METHODS 

From the viewpoint of per capita wealth 
there is a vast amount of potential and pros- 
pective business for trust departments of 
banks and trust companies in California. Un- 
official statistics show that California trust 
companies administer the largest volume of 
trust and estate business west of the Mis- 
sissippi. This is a tribute to excellence of 
management and the growing faith placed in 
corporate fiduciary service. It is supported 
by official records from the State Banking 
Department that, aside from factors or un- 
avoidable market decline and depreciation of 
values and income there has been no evi- 
dence of any loss of trust or estate funds 
attributable to bank failures, malfeasance 
or mismanagement. 

An important factor in the progressive de- 
velopment of trust business in California has 
been the high quality of service rendered to 
communities large and small by virtue of 
branch banking facilities. There are also 
some splendid unit banks and trust compa- 
nies in various cities which have given ex- 
cellent account of their handling of trust re- 
sponsibility. Nevertheless, by means of the 
statewide establishment of branch banks by 
some of the large institutions of the state, 
it has been possible to provide high grade 
trust facilities which would otherwise not 
have been possible. Such branch offices have 
the benefit of the efficient talent and organi- 
zation provided at headquarters. 

Reports from a number of the large trust 
companies confirm that new trust business 
has been coming in during the present year 
at a greater rate than last year. There are 
various reasons. As one trust officer of this 
city stated: “It may be that the earthquake 
has had considerable to do with stimulating 
people to write wills and appoint trust com- 
panies.” It is significant also that in con- 
nection with new campaigns for trust busi- 
ness a great deal more discrimination is be- 
ing exercised both in the solicitation and ac- 
ceptance of various types of trust appoint- 
ments. 


BUSINESS ON THE UPGRADE 
The current review issue by the Los An- 
geles Chamber of Commerce gives cheerful 
testimony of improving business since the 
bank holiday. The bulletin says: “Despite 
the fact that March brought a combination 
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of unfavorable factors, the rebound, both in 
confidence and the physical volume of trade, 
has been most encouraging. The important 
point is that the last ten days of the month 
saw a greatly accelerated pace in all busi- 
ness lines. Postal receipts were higher than 
in February; building permits rose 36 per 
eent higher than in the previous month. 
Employment figures were slightly over a 
point higher than in February. Stock ex- 
change and bank debits totals were, of 
course, entirely out of line with previous 
months.” 


LOS ANGELES BREVITIES 

K. L. Carver has been elected president of 
the Seaboard National Bank of Los Angeles, 
succeeding George L. Browning, resigned. 

Deposits of the Security-First National 
Bank of Los Angeles increased $17,000,000 
during the first three days after the national 
bank holiday. The regular dividend of the 
bank was declared for the first quarter. 
Newly appointed members of the trust com- 
mittee of the bank are: George M. Wallace, 
Edward Elliott. Herbert H. Smock and 
James E. Shelton. 

Milton M. Teague has been elected a mem- 
ber of the board of the Security-First Na- 
tional Bank of Los Angeles, 


The Federal Tax Department has issued 
a ruling to the effect that the transfer of 
stock standing in the name of two parties 
in joint tenants with right of survivorship, 
to the name of the survivor upon the death 


of either party, is not taxable. However, 
where the transfer is made while both are 
living, the tax does not apply. 


HOW WILL BANK INVESTMENTS BE AF- 
FECTED BY TREASURY REFUNDING 
POLICY? 

(Continued from page 424) 
these funds would be loaned to industry or 
applied to the purchase of corporate securi- 
ties as such developments must await a re- 

turn of confidence. 

In the meantime, because of these conflict- 
ing factors, bank policy will remain unset- 
tled. In addition, the possibilities of heavy 
government financing for purposes of trade 
stimulation obscure the outlook. The situa- 
tion is further confused by the present Ad- 
ministration’s desire to separate commercial 
and investment banking activities and to pur- 
ify the banks so that they may return to the 
commercial fold. In any event, the next 
episode in bank investment policy will be 
an interesting one. 
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San Francisco 


Special Correspondence 
BANKING NORMAL ON PACIFIC COAST 


In some sections along the Pacific Coast 
the recent national bank moratorium brought 
more or less distress but here in San Fran- 
cisco there was no evidence of any serious 
banking trouble or public restiveness. <A 
survey made during the first week of April 
disclosed that 96.4 per cent of the combined 
banking resources of the Twelfth Federal 
Reserve District, representing well over 
$4,000,000,000, .was without any restriction 
and functioning freely so far as 
banking accommodation was concerned. Since 
then additional banks have been freed from 
restrictions. In San Francisco there were 
no banking fatalities and the temporary sus- 
pension of banking was accepted in a cheer- 
ful holiday spirit. 

The Federal Reserve Bank of San Fran- 
cisco reports large volume of return of cur- 
rency to banks with a decrease of about 
$75,000,000 of money in circulation. None 
of the new Federal Reserve notes were is- 
sued or required. The large branch banking 
institutions have functioned with exceptional 
efficiency and helpfulness to communities 
large and small. 


business 


TEST DEMONSTRATES EFFICIENCY OF 
BRANCH BANKING 

Experiences derived from the recent bank- 
ing moratorium in California are interpreted 
as adding another feather to the cap of 
branch banking. Arthur M. Reynolds, for- 
merly head of the Continental Illinois Bank 
& Trust Company of Chicago, who recently 
assumed his new duties as chairman of the 
hoard of the Bank of America, N. T. & S. A., 
of San Francisco, comments upon the _ per- 
formance of branch banking as follows: 

“Had branch banking been generally per- 
mitted throughout the middle west so that 
small banks in that locality could have en- 
tered branch banking systems, hundreds of 
bank failures would have been avoided, and 
great financial and suffering could 
have been prevented. I feel that a great 
work is being done in California, where the 
branch banking system averted such distress, 
and I am happy to take part in it. 

“What Mr. Giannini and his associates 
have accomplished in the Bank of Americ: 
during the past year is regarded by bankers 
and business men all over the country as 
the most constructive job done in banking 
in many years,” the former Chicago banker 
said. 


losses 


WELLS FARGO BANK CELEBRATES 
EIGHTY-SECOND YEAR 

Tracing its history back to the adventur- 
ous days of the ’49 gold strike in California 
the Wells Fargo Bank & Union Trust Com- 
pany of San Francisco, recently celebrated 
its eighty-second year of continuous service 
as the oldest banking institution on the Pa- 
cific Coast. The inception of this bank was 
the outgrowth of the picturesque old Wells 
Fargo mail and passenger coaching trade, 
calling for safekeeping of gold dust and ore. 
Since that time the Wells Fargo Bank passed 
through all the periods of financial crisis, 
particularly those of 1855, 1907 and accord- 
ing to precedent, has survived the present 
banking troubles “‘without a scratch.” 

At the close of last year the bank reported 
aggregate assets of $179,681,000 and $159,- 
513,000 deposits. Trust business of substan- 
tial volume is under administration. Evi- 
dence of the satisfactory operations during 
the current year is shown by the recent dec- 
laration of the regular quarterly dividend 
on capital stock. 


SAN FRANCISCO BREVITIES 


Five new sections have been added to the 
California banking act to authorize state 
banks and trust companies to act in harmony 
with national banking authorities in time of 
emergency. 

The Bank of America has opened a new 
branch at Folsom, Cal., in the quarters for- 
merly occupied by the Bank of Folsom. E. J. 
Lister is manager. 

Parker S. Maddux has been elected presi- 
dent of the San Francisco Bank, succeeding 
the late George Tourney. He is a graduate 
of Harvard Law School and has had an ex- 
tensive experience in banking. 

Extensive changes have been made in the 
banking code of the State of Washington by 
the recent enactment of a new code, which 
permits branch banking. 

All of the national and state 
Portland, Ore., resumed business with the 
close of the banking holiday. The first un- 
restricted day witnessed the return of $25,- 
000,000 of deposits. 

Fred C. Stevenot, former California State 
railroad commissioner, has been appointed 
vice-president of the Bank of America. 

Donald B. Thorburn, formerly with the 
Pacific coast edition of the Wall Street Jour- 
nat, has been appointed assistant vice-presi- 
dent in charge of public relations for the 
Bank of America, San Francisco. Peter Mi- 
chelson continues as advertising manager for 
the bank. 
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